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Argued by 
Louis Hicks. 


. Circuit Court of the United States, 


SouTHERN District oF New YORK. 


NEw YORK PHONOGRAPH COM- 
PANY, 
Compiainant, 


against 
In Equity. 
NATIONAL PHONOGRAPH COM- No. 7719. 
PANY, impleaded with Thomas 
A. Edison, Edison Phonograph 
Company and Edison Phono 
graph Works, 
Defendants. 


Complainant’s Brief on Final Hear- 
ing. 


This suit is brought to enjoin the defendants 
from selling or using within the State of New York 
phonographs and phonograph supplies, and for 
damages and an accounting. The suit is based up- 
on the sole and exclusive right of complainant, New 
York Phonograph Company, to sell, to lease and to 
use phonographs and phonograph supplies within 
the State of New York acquired by contracts made 
and executed between complainant or its predec- 
cessors and the North American Phonograph Com- 
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pany. As alleged in tue bill of complaint, and as 
proved by the evidence taken in the suit, the three 
defendants, Thomas A. Edison and the two corpor- 
ations organized and controlled by him, Edison 
Phonograph Company and Edison Phonograph 
Works, co-operated with Jesse H. Lippincott to or- 
ganize the North American Phonograph Company, 
and to clothe that company with full right, power 
and authority to grant and to sell to complainant, 
New York Phonograph Company, through its pre- 

- decessors, the sole and exclusive right aforesaid. 
The North American Phonograph Company having 
become insolvent during the presidency of Thomas 

A. Edison, and the assets and business of the North 
American Phonograph Company having been sold 

at public sale by the receiver of the North 
American Phonograph Company, pursuant to the 
terms of a compromise agreed upon between 
Thomas A. Edison and the said receiver, and pur- 
suant to an order of the Court of Chancery of New 
Jersey, embodying the terms of the compromise, 
the entire assets of the North American _Phono- 
“graph Company, exclusive of cash in the hands of 

” the receiver and of claims against the directors of 
7 the said corporation for any breach of trust or 
duty (Exh., fol. 451), were bid in and purchased 
___as a going concern by “Thomas A. Edison, and by 
him assigned and transferred to defendant here- 

- in, National Phonograph Company, @ corporation 
organized at the time for the purpose. Thereupon 
the National Phonograph Company,  co- 
operating ‘with Thomas A. Edison,’ the 
Edison: Phonograph Company and the 
Edison Phonograph Works, from whom _ its 
being, assets and rights were derived, continued 
the business formerly conducted by the North 
American Phonograph Company, and with full 
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knowledge of the sole and exclusive rights of com- 
plainant, New York Phonograph Company, with- 
in the State of New York, and in open defiance 
thereof and against the immediate and continued 
protest of New York Phonograph Com- 
pany, invaded the State of New York, 
and there sold and used and is _ still sell- 
ing and using, phonographs and phonograph 
supplies to the irreparable injury and de- 
struction of the rights and property of complain- 
ant, New York Phonograph Company. 
Complainant began this suit by the filing of its 
bill of complaint on January 23, 1901. The bill of 
complaint is set out in the record of Complainant’s 
Testimony at pages 1 to 20. Service of a subpcena 
ad respondendum was had upon National Phono- 
graph Company; but not upon the three other de- 
fendants named, who refused to appear (Record, 
Edison, Q197, p. 51) although their interests in 
this suit have been carefully attended to by coun- 
sel (Record, Edison, Q491-492, p. 95; Randolph 
Q229, p. 224; Gilmore, p. 422). National Phon- 
ograph Company entered its appearance herein on 
May 6, 1901, and after craving oyer of the con- 
tracts declared upon between complainant and the 
North American Phonograph Company, profert of 
which was made in the bill, filed a demurrer to 
the bill on August 13,1901. The demurrer was, on 
January 7, 1902, overruled by Judge Wheeler, who, 
as appears from the demurrer book, had before him 
not only the bill of complaint and the demurrer of 
National Phonograph Co., but also the contracts 
set forth on oyer craved. Upon the overruling of 
the demurrer Judge Wheeler wrote an opinion 
which is renorted in 112 Fed., 822, in which he held 
that the allegations of the bill of complaint showed 
“a known and unjustifiable invasion by the defend- 
ant of the lawful rights of the plaintiff.” There- 
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upon, and on February 3, 1902, defendant, National 
Phonograph Co., filed a joint plea and answer to 
the bill of complaint, which plea and answer is set 
forth in defendant’s record at pages 1 to 12. Testi- 
mony in supportof the plea having been taken, and 
defendant having applied for and obtained an order 
staying the taking of proof by complainant in sup- 
port of the bill until the disposition of the plea, ar- 
gument upon the plea and proofs was had before 
Judge Wallace, and the plea was, on November 24, 
1902, overruled. Judge Wallace’s opinion overrul- 
ing the plea is reported in 119 Fed., 544. There- 
upon, and on December 4, 1902, complainant began 
the taking of its testimony in support of the bill and 
the testimony having been closed on April 12, 1904, 
the cause now comes before the court for final hear- 
ing upon the bill and answer and proofs. 

It is thought that the foregoing brief statement 
of the case is sufficient for the reason that the alle- 
gations of the bill of complaint and the rules of law 
applicable to the equitable cause of action set forth 
in the bill have been exhaustively analyzed and 
passed upon in the opinion of Judge Wheeler over- 
ruling the demurrer, and in complainant’s printed 
brief upon the argument of the demurrer before 
Judge Wheeler as well as in the numerous other 
decisions and opinions of the courts hereinafter 
set forth, beginning at p. 3 under the head of prior 
adjudications. See also Complainant’s Brief in the 
Appellate Division in the suits against Matthews. 
Foote and Davega. 
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Prior Adjudications. 


First. Wew England Phonograph Co. v. 
Thomas A.. Edison, Edison Phonograph Com- 
pany, Edison Phonograph Works and National 
Phonograph Company, 110 Fed., 26. This suit 
was brought in the Circuit Court of the United 
States for the District of New Jersey, and was 
decided upon demurrer by Judge Gray. <A copy 
of Judge Gray’s opinion overruling the demurrer 
of the defendants to complainant’s bill is herewith 
submitted to the court. The contract rights of 
New England Phonograph Company declared 
upon in its bill of complaint are identical with the 
contract rights of this complainant declared upon 
in the case at bar. In the course of his opinion, 
Judge Gray said: 


“This isnot a bill for an infringement of 
the patents under which complainant was a 
licensee but is one that seeks to restrain those 
who are alleged to be acting under the origi- 
nal licensor from violating the negative coven- 
ants contained in said license contract. The 
allegations of identity of interest among the 
co-defendants and of general conspiracy are 
too positive and clear to be ignored.”’ 


Srconp. New York Phonograph Co. v. Thomas 
A, Edison, Edison Phonograph Company, Edison 
Phonograph Works and National Phonograph 
Company, 112 Fed., 822. This is the case at bar, 
wherein defendant’s demurrer to the bill of com- 
plaint came on to be heard in this court before 
Judge WHEELER. The defendants, Edison, 
Edison Phonograph Company and Edison Phono- 
graph Works had not been served with subpcnas 
ad respondendum, and National Phonograph Com- 
pany, which had been served and which had ap- 
peared, interposed a demurrer to the bill of com- 
plaint. 
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In order that the court might upon the argu- 
ment of the demurrer pass upon the validity of 
complainant’s contract rights, National Phonograph 
Company craved oyer of the contracts of which 
complainant made profert in the bill of complaint. 
Upon the argument of the demurrer before - Judge 
Gray the defendants ommitted to crave oyer of 
the contracts. Judge WHEELER, therefore, had 
before him not only the bill of complaint but com- 
plete copies of the contracts whereby New York 
Phonograph Co. secured the sole and exclusive 
right to sell and to use Edison Phonographs and 
supplies within the State of New York. Judge 
WHEELER overruled the demurrer and in the 
course of his opinion, a complete copy whereof is 
herewith presented to the court, said: 


‘*A summation of the bill, and of the con- 
tracts referred to in it, set forth on oyer and 
admitted by the demurrer, shows that the 
plaintiff is an exclusive licensee for the use 
and sub-letting of phonographs and sale of ap- 
pliances therefor covered by numerous Edison 
patents throughout the State of New York, 
to be made and supplied by the licensors who 
were the owners thereof; and that the defend- 
ant is using and sub-letting phonographs and 
selling appliances therefor made by others 
connected with the licensors * * * in violation 
ofthe license. ‘The contracts of license out of 
which the exclusive rights arise are similar tc 
those in Vew England Phonograph Co. v 
Edison, 110 Fed., 26, * * * Gray, Circuit 
Judge, there said: “The allegations of iden- 
tity of interest among the co-defendants and 
of general conspiracy are too positive and clear 
to be ignored.’ This bill, after setting out the 
scheme to avoid the exclusive rights of the 
complainant in the State of New York alleges 
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that (here the learned Judge set forth ma- 
terial allegations of the bill). This appears 
prima facie on thisdemurrer, by that author- 
ity and in reason, TO BE A KNOWN AND UN- 
JUSTIFIABLE INVASION BY THE DEFENDANT OF 
THE LAWFUL RIGHTS OF THE PLAINTIFF.”’ 


Upon the arguments before Judges Gray and 
WHEELER, briefs dealing with the questions of 
law involved were submitted to the courts. A 
copy of complainant’s printed brief submitted to 
Judge WHEELER is herewith presented to the 
court upon this motion. 


Tutrp. Wew York Phonograph Co. vy. 
Matthews; samev. Foote; same v. Davega, 68 App. 
Div., 646. In these three suits, brought by New York 
Phonograph Co. agaiust jobbers and dealers who 
purchase Edison phonographs and records from the 
National Phonograph Company and. sell them 
within the State of New York, Mr. Justice Gar- 
RETSON, of the Supreme Court of New York, over- 
ruled the several demurrers and held that upon the 
facts alleged, which were substantially the facts 
alleged in the bill of complaint in the case at bar, 
New York Phonograph Company has a good cause 
of action against such jobbers and dealers. The de- 
cision of Mr. Justice GARRETSON was affirmed on 
appeal to the Appellate Division of the Supreme 
Court in each of the said three cases (68 App. Div., 
646). The report says: ‘‘Interlocutory judgment 
affirmed on consent in open court.’’ This is the 
report in each of the three cases, and it is a cir- 
cumstance which should not escape the notice of 
the court upon this motion. Messrs. Robinson, 
Biddle & Ward and Howard W. Hayes, solicitors 
and of counsel for National Phonograph Company 
in the case at barrepresented Matthews, Foote and 
Davega. They consented to an affirmance by the 
Appellate Division, in order to escape the effect of 
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an opinion of the Appellate Division upon affirm- 
ing the interlocutory judgments. No more com- 
plete concession of the legal rights of New York 
Phonograph Company upon the facts alleged can 
be conceived. A copy of complainant’s brief in 
the Appellate Division containing a complete and 
conclusive statement of the rules of law applicable 
to the rights of complainant arising out of the 
facts established by the evidence now before the 
court in the case at bar, is herewith submitted 
to the court upon this motion for preliminary in- 
junction. 


Fourtu. Wew York Phonograph Co. v. Jones, 
123 Fed., 197. In this case, brought by this com- 
plainant against another Edison jobber-and dealer, 
Messrs. Robinson, Biddle & Ward and Howard W. 
Hayes again appearing as solicitors and counsel 
for defendant Jones, removed the snit from 
the Supreme Court of the State of New York 
to the Circuit Court of the United States for 
the Southern District of New York, and again 
attempted to try the questions of law upon de- 
murrer before Judge Hazen. They met with 
overwhelming defeat. In the course of his opin- 
ion, Judge Hazet said: 


“This is a suit to enjoin the defendant from 
purchasing phonographs and supplies’ from 
either Thomas A. Edison, Edison Phono- 
graph Co., Edison Phonograph Works or the 
National Phonograph Co., from selling the 
same within the State of New York and for 
an accounting. * * * The gravamen of 
the bill of complaint after charging. a con- 
spiracy by Mr. Edison and companies alleged 


to be under his control, to avoid the contracts _ 
for license, is that the defendant with knowl-. 


edge of the complainant’s exclusive territorial 
right to sell the patented phonograph and 
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supplies therefor, violated those rights by 
purchasing phonographs from various com- 
panies and corporations controlled by Mr. 
Edison, and also from Mr. Edison, individ- 
ually, and selling them within the restricted 
territory. The bill substantially alleges that 
such companies and corporations, parties to 
the conspiracy, derived their rights entirely 
from Mr. Edison, and, therefore, such con- 
spirators in legal effect are complainant’s 
licensors. * * * ‘The question of a defend- 


ant’s liability under substantially similar 


facts as are here alleged has received careful 
consideration by the Appellate Division, First 
Department, of the State of New York, J. Y. 
Bank Note Co. v. The Hamilton Bank Note 
éc. Co., 83 Hun, 593; id. 28 App. Div., 411. 
In Standard Fashion Co. v. The Siegel- 
Cooper Co. et al, 30 App. Div., 564, Justice 
O’Brien stated the rule as follows: 

‘Where there was an exclusive contract be- 
tween the plaintiff and one defendant, the 
plaintiff as against the other defendant, who 
with notice of the plaintiff’s rights had con- 
tracted with its co-defendant, was entitled to 
relief upon the ground, not of any contractual 
relation, but that such other defendant had en- 
gaged knowingly in a plan or contract to wrong 
and injure the plaintiff.’ 

In the Federal Courts the precise question 
here involved has been considered. In New 
England Phonograph Company vs. Edison, 
et al., 110 Fed. 26, Judge Gray held that a 
bill such as this was not 

‘For infringement of the patents under 
which complainant was a licensee, but is one 
that seeks to restrain those who are alleged to 
be acting under the original licensor, from 
violating the negative covenants contained in 
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said license contract. The allegations of 
3 identity of interest among the co-defendants, 
¥ and of general conspiracy, are too positive 
lod 4 and clear to be ignored.’ 
This decision was followed by Judge 
WHEELER in Wew York Phonograph Co. vs. 
3 National Phonograph Co., 112 Fed., 822. 
q The principle enunciated in these cases applies a 
4 here. Itis there held that the character of 
4 ’ the alleged wrong is such as will ina proper 
case be restrained by a court of equity. 
a Apollinaris Co. vs. Scherer, 27 Fed. 18, and | 
q cases cited. It appears to be reasonably well 
; settled that the agreement of a predecessor in | 
i 
i 
} 
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~ 3 ; title even where the title relates to personal 
a _. property follows the transfer when such _per- 
sonal property is acquired with notice of the 
agreement. Murphy vs. Christian Press As- 
sociation Pub. Co., 38 App. Div. Rep , 426; 
pe 4 ; Columbia Phonograph Co. vs. Whitson, Court 
.. of Appeals, D. C., April 1901, 98 O. G., 418.” 


Upon theargument of the demurrer in the Jones 
suit before Judge HazeL, complainant relied upon 
complainant’s printed briefs used in the Appellate rs 
Division and before Judge WHEELER, it not being 4 
deemed necessary to prepare a new brief upon 
questions of law already thoroughly settled. 


Firta. Wew York Phonograph Co. v. National 
Phonograph Company, impleaded with Thomas 
? A. Edison, Edison Phonograph Co. and Edison 
' s ; Phonograph Works, 119 Fed., 544. This is the 
“a case at bar, wherein Judge WaL.ace overruled 
3 the plea of National Phonograph Co. as Judge 

2 WHEELER had previously overruled its demurrer. | 

} 

| 

i 

1 

| 

| 

} 

| 

q 
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In this plea, National Phonograph Co. alleged 
= that ‘‘the complainant’s bill of complaint was not 
a exhibited by the complainant, nor for the benefit 
a of the complainant, and is not being prosecuted _ ae 
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by the complainant.’’ Defendant made a record 
of 160 printed pages to support its plea. Com- 
plainant took no evidence whatever, the defen- 
dant’s attempt to support the plea having failed 
absolutely. The overruling of the plea by Judge 
WALLACE disposed of defendant’s contention that 
the American Graphophone Co: or the Columbia 
Phonograph Co. General, or James L. Andem, and 
not complainant, is prosecuting this action. 


Srxtu. Columbia Phonograph Co. v. Whitson 
Bros. and National Phonograph Co. 

In this case the rights of Columbia Phonograph 
Co., declared upon in its bill of complaint against 
National Phonograph Co., defendant in the case 
at bar, and against Whitson Bros., the jobbers and 
dealers or agents of National Phonograph Co. in 
the District of Columbia, were identical with the 
rights declared upon by this complainant, New 
York Phonograph Co., in the case at bar. <A par- 
tial printed copy of the record in said Columbia 


Phonograph Co.’s suit is herewith submitted to: 


the court upon this motion for preliminary in- 
junction. A comparison of the bill of complaint 
in that suit with the bill of complaint in the case 
at bar shows that the allegations are substantially 
the same, except that Columbia Phonograph Co. 
secured by contracts from the North American 
Phonograph Co. the sole and exclusive right to 
lease, to sell and to use Edison phonographs and 
phonograph supplies within tie territory compris- 
ing the States of Maryland and Delaware and the 
District of Columbia, while this complainant, New 
York Phonograph Co., by similar contracts with 
the North American Phonograph Co. acquired the 
sole and exclusive right to lease, to sell and to use 
Edison phonographs and supplies within the state 
of New York. As will hereafter be shown in par- 
agraph eighth, the contracts whereby Columbia 
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Phonograph Co. acquired its said rights from the 
North American Phonograph Co. are substantially 
identical with the contracts whereby this com- 
plainant New York Phonograph Co. acquired its 
said rights from the North American Phonograph 
Co. ' 

Columbia Phonograph Co., having filed its bill 
of complaint against National Phonograph Co. 
and Whitson Bros. in the Supreme Court of the 
District of Columbia, moved for preliminary in- 
junction before Mr. Justice BrapLEy. Full argu- 
ment was had before the court upon the motion 
both in regard to the law and in regard to the 
facts of the case. Howard W. Hayes, Esq., who 
submitted an affidavit (Record, p. 72 of Whitson 
case) that he was one of the counsel of Thomas A. 
Edison and who, as Justice BraDLrEy states in his 
opinion, was the general counsel of the National 


‘Phonograph Co., appeared for Whitson Bros. 


The motion for preliminary injunction was granted, 
and on April 30, 1901, as appears from the record 
in the Whitson case, p. 72, the following order 
granting temporary injunction was signed and 
filed : 


Order granting Temporary Injunc- 
tion. 
Filed April 30, 1901,’ 
In the Supreme Court of the District of Columbia. 


Columbia aes Company Squteg, Ma, ance 
Whitson Brothers, ef al. pao TS 

This cause coming on to be heard, etc. 

Ordered that the defendants, John E. Whitson, 
Walter J. Whitson, and the National Phono- 
graph Company, and they hereby, and each of 
them .is,restrained and enjoined until the final 
hearing in this cause from directly or indirectly 
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using, selling or leasing, or offering for sale or 
lease, any phonograph or phonograph supplies in 
the District of Columbia 
A. C. BRADLEY, 
Justice. 


An elaborate opinion, a copy whereof is herewith 
submitted to the court upon this motion for pre- 
liminary injunction, was handed down by Mr. 
Justice BrapLrey. In the course of his opinion, 
Mr. Justice BRADLEY said: 


“The complainant files with its bill two con- 
tracts. The original contract between Edison 
,and Lippincott under which Lippincott was 
authorized and by which Lippincott prom- 
ised to organize a company to be known as 
the North American Phonograph Co., which 
company should exploit this | invention 
throughout the United States. The consider- 
ation that Lippincott was to pay under this 
contract was $500,000, I believe. The other 
agreement that is attached to the bill and filed 
with it, as an exhibit, is an agreement made 
between Edison and the North American Pho- 
nograph Co., reciting the fact that this com- 
pany had been organized pursuant to the 
contract that had been entered into between 
Edison and Lippincott, containing this re- 
cital : 

‘Whereas the party of the second part 
* * * the North American Phonograph 
Company * * * has been organized with 
the view of exploiting and introducing com- 
mercially the phonograph, and has acquired 
tlie necessary rights and authority so to do.’ 
The contract proceeds then to declare the 
terms and conditions of the agreement be- 
tween the parties. 
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” The bill further alleges that the defendants 
a Whitson Bros., at the instigation of the Na- 
7 tional Phonograph Company, which company, 

3 the bill alleges, is, to a certain extent, the 
¥ successor of the North American Phono- 
oe graphic Co., and which company, it is alleged, 
; was organized by Edison, who had become 

possessed of the assets of the North American 
Phonograph Company upon its becoming in- 
solvent, passing into the hands of a receiver, 
and the assets being disposed of by such re- 

a ceiver. * * * 

q Now, this is not a bill filed to restrain the 
infringement of a patent. * * * It is 
' not alleged that letters patent are being in- 
1 fringed by the defendant, but that the exclu- 
{ ; & sive right or privilege that was conferred by 
- the North American Co., under the authority 
b derived from Edison himself, is being in- 
q fringed by the Whitsons, at the instigation 

‘4 of the National Phonograph Co., who de- 
2 rive their rights entirely from Thomas A. 
a Edison. * * * 


ill 
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Now, it appearing to me, as it 
does upon this showing, that a 
legal right was vested in the com- 
plainant in its contract with the 


ing to methat that right is such 
i as, whether the National Phono- 
i graph Co. sees fitto recognize it 
; or not, under the circumstances 
evidenced by the record, they 
should be compelled to recog- 


ia nize it.” 

ata e 

2 : Justice Brapiey further held that ‘‘the com- 
a plainant showing. as 1 think, a clear right upon 
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F sf the recor.’ the injunction should be granted as 
4 prayed. 

4 The two contracts filed by the Columbia Phono- 

4 nograph Co. with its bill and referred to by Mr. Jus- 

4 an tice BRADLEY inhis opinion are, inthe case at bar, 

4 Complainant’s ExHisrt 3 (EXursits, pp. 8, 169, 180): 

4 ~ and Complainant’s Exuripir 103 (EXHIBITS, pp. 

a 380, 192). In the course of his opinion, Justice 

- 4 BRADLEY pointed out that National Phonograph 

Co. had agreed to protect Whitson Bros., against 

suit brought by Columbia Phonograph Co., and 

3 that a contractual relation existed between Na- 

a tional Phonograph Co. and Whitson Bros., under 

3 which Whitson Bros. were not to sell phonographs 
s or phonographic supplies except at certain sched- 
“a uled rates, and held that thereby Whitson Bros. 

ae became the agents of National Phonograph Co. 
7 within the District of Columbia. 

In the case at bar, National Phonograph Co., 
~ E.: through its president, William E. Gilmore, con- 
cedes that National Phonograph Co. is doing in 
the State of New York the identical acts which 
: ti Justice BRADLEY pointed out it was doing in the 
- \ District of Columbia in connection -with Whitson 
’ 3 Bros. Complainant’s Exurpits 74 and 75 (Ex- 
‘ a | HIBITS, pp. 345, 347), show the agreements which 


Sena erate 


3 National Phonograph Co. makes with its jobbers 
a (Record, Gilmore Q.188-145, p. 424). Complain- 
a ant’s Exuipits 86 and 87 (ExuIBITs pp. 365, 367), 
a show the agreements which National Phonograph 
~ Bs Co. makes, or causes to be made through its jobbers 
with retail dealers (Record, Gilmore Q.322, 333, pp. 
é 465, 468). Complainant’s Exuisir 79 (ExurBits p. 
359), is a similar jobbers and dealers agreement of | 
National Phonograph Co. (Record, Gilmore Q.15)3, 
p. 428). Complainant’s Exuipits 77 and 78 (Ex 
| 
j 
i 


ae 
a 
$398 


HIBITS, pp.353, 356), show lists of dealers, including 
4 many within the State of New York, suspended by 
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National Phonograph Co. because (Record, Gilmore 


~ Q.152-158, p. 426), of the failure of the dealers to 


abide by the jobbers and dealers agreements consti- 
tuting Exnrpits 74, 75, 79, 86 an: 87. Complain- 
ant’s Exnurpits 76 and 14 (Exursits, pp. 353, 55; 


* Record, Gilmore Q.146-149, p. 425, Edison Q.586, 


p. 102), show that ‘‘every Edison Phonograph 
has on it a_ special serial number. These 
phonographs are sold to the public by the 
National Phonograph Co. under licenses from 
the Edison Phonozraph Co. (for license, see 
Exuisit 14) and Thomas A. Edison, with the 
express condition that the said machines, whether 
sold directly by the National Phonograph Co. or 
indirectly by selling agents, jobbers or dealers, are 
licensed to be used or vended only so long as 
said serial number, wherever it appears on 
said machine, is not removed or changed in 
whole or in part.’’? The foregoing exhibits are 
conceded “to be contracts made by National 
Phonograph Co. and circulars sent out by National 
Phonograph Co. to the trade. Furthermore, 
William E. Gilmore, president of National Pho- 
nograph Co., testifies that complainant’s Exttsits 
74 and 75, 86 and 8&7, being the agreements and 
price lists made by National Phonograph Co. 
with its jobbers and dealers have for several years 
been in use and are in use to-day throughout the 
United States and Canada, including the City and 
State of New York. (Record, Gilmore, Q.338-342, 
p. 468). Mr. Gilmore also testifies (Record, Gilmore, 
_Q.161, 349-355, pp. 429, 470) with reference to com- 
plainant’s Exutsit 80, (Exursitrs, p. 360), wherein 
it is stated ‘‘The National Phonograph Co. stands 
behind every dollar’s worth of apparatus which it 
sells, and will hold every dealer in or user of 
that apparatus absolutely harmless,’’ that such is 
the policy pursued by National Phonograph Co. 
with reference to dealers and users in the State of 
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New York of apparatus purchased from the Na- 
tional Phonograph Co., including phonographs 
and phonograph supplies made under the patents 
of Thomas A. Edison, and that National Phono- 
graph Co., in accordance with its agreement, is 
defending the suits brought by New York Pho- 
nograph Co. against Davega and against Jones and 
against others, and that National Phonograph Co. 
in accordance with its agreement, will defend 
any such suits that are brought against its cus- 
tomers. 


Seventh. Whitson Bros. v. Columbia Phono- 
graph Co., Ct. of Appeals, D. C., April, 1901, 18 
Appeal Cases, D. C., 565 and 98 O. G., 418. This 
is the appeal taken by Howard W. Hayes, general 
counsel for Thomas A. Edison and National 
Phonograph Co. on behalf of Whitson Bros. from 
the order of Mr. Justice BrapLrey granting the 
temporary injunction set forth in the preceding 
paragraph ‘The appeal resulted in an affirmance 
of the order allowing the injunction pendente lite. 
A copy of the opinion of the Court of Appeals per 
Mr. Justice Morris is herewith submitted'to the 
court. In its opinion, the Court of Appeals reviews 
the contract of June 28, 1888, between Lippincott 
and Edison, which is Complainant’s Exarpir 3 (pp. 
8, 169, 180) in the case at bar, the contract of Au- 
gust 1, 1888, between Edison, North American 
Phonograph Co. and Lippincott, which is Com- 
plainant’s Exarpir 103 (pp. 380, 192) in the case 
at bar, and concludes that by reasou of these 
agreements the North American Phonograph Co. 
owned or controlled both the phonograph and the 
graphophone. ‘The opinion then reviews the con- 
tract of Jannary 15, 1889, substantially identical 
with Complainant’s Exuiprrs 49 and 50 (pp. 263, 
264), by which contract, together with a subse- 
quent contract mentioned by the court substan- 


atin. “nite vitae 
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tially identical with Complainant’s Exurpits 47 
and 51 (pp. 233, 264) the sole and exclusive rights 
to sell, to lease and to use phonographs and pho- 
nograph supplies, together with graphophones 
and graphophone supplies, were granted by the 
North American Phonograph Co. to the Colum- 
bia Phonograph Co. After referring to the in- 
solvency of the North American Phonograph Co. 
in the summer of 1894 2nd the sale of its assets 
by the Receiver, the osourt points out that the 
North American Phonograph Co. while it had full 
and complete coatrol over the Edison phonograph 
patents made its grant of exclusive rights and 
privileges to the Columbia Phonograph Co. and 
held that it could make no difference in regard to 
the continuation in force of those rights and 
privileges ‘*that the North American Phonograph 
Co. became insolvent, and is extinct or moribund, 
or has passed into innocuous desuetude and that 
its assets have gone into other hands.’’ The 
Court further held that 


“Any person, natural or artificial, into whose 
hands, after the execution of the contract between 
the North American Co. and the Columbia Co., 
the control of the Edison patents came, with 
knowledge or notice, actual or constructive, of the 
existence of such contract and of the rights of the 
Columbia Co., must be assumed to have taken, 
subject to such rights, and to be disqualified from 
infringing in any manner the exclusive license 
given to the Columbia Co.”’ 


Finally, the court said: 


“The suggestion that the appellee does not 
itself perform the contract in question, and 
sells only graphophones and not phonographs, 
thereby discriminating against the latter, is 
of course, no answer to an application for an 
injunction pendente lite.”’ 
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Eighth. Columbia Phonograph Co. v. National 
Phonograph Co. and Rahley, individually and as 
agent of said National Phonograph Co., 

Fed., . This suit was brought in the Cir- 
cuit Court of the United States for the District of 
Maryland, anda motion for preliminary injunction 
came on for hearing before Judge Morris. The 
rights declared upon were identical with the rights 
declared upon in the case ‘at bar. The contracts 
whereby Columbia Phonograph Co. acquired its 
rights from the North American Phonograph Co. 
are set out af pp. 6-23 inclusive of the record of 
the case in the United States Circuit Court of Ap- 
peals, Fourth Circuit, a copy of which record 
is herewith submitted to the court upon 
this motion. A comparison of the said con- 
tracts between Columbia Phonograph Co. 
and North American Phonograph Cv. with 
Complainant’s Exhibits 49 and 47 and 50 and 
51 (EXHIBITS, pp. 263, 233, 264) will show that the 
rights of New York Phonograph Co. for the State 
of New York are identical with the rights of Col- 
umbia Phonograph Co. for its territory. The con- 
tract of June 28, 1388, between Edison and Lippin- 
cott, being Complainant’s Exhibit 3 in the case at 
bar, and the contract of August 1, 1888, between 


Edison, the North American Phonograph Co. and - 


Lippincott, being Complainant’s Exuipir 103 in 
the case at bar, were put in evidence by complain- 
antin the Rahley suit (Record, pp. 148, 145, of 
that suit), as they had beenin the Whitson 
suit. On behalf of defendant Rahley, 
William E. Gilmore, president of Na- 
tional Phonograph Co., made an _ affidavit 
and annexed there to an agreement between the 
American Graphophone Co., the National Phono- 
graph Co. and the Edison Phonograph Works, 


dated December 7, 1896, being Complainant’s — 


ExHIBir 23 in the case at bar (EXHIBITS, p. 72) and 
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a contract between the Edison Phonograph Co. 
and the National Phonograph Co., dated April 2, 
1900, being Complainant’s Exursir 14 in the case 
at bar (Exu1its p. 55) and certain correspondence. 
In addition, there was submitted to the court upon 
behalf of the defendant Rabley an affidavit printed 
at p. 63 of the record in that case, setting forth 
the numbers and dates of all patents granted in 
the United States to Thomas A. Edison upon in- 
ventions relating to phonographs, all of which 
appears more fully in the case at bar from Com- 
plainant’s Exutpit 14 (p. 55), Exursrrs 19 and 20 
(pp. 63 and 64), ExurBiT 23 (p. 72), Exurprts 32 
and 33 (pp. 102, 104), Exurpits 10 and 11 (pp. 37, 
50), Exurpits 47 and 51 (pp. 233 and 264), Ex- 
HIBIt 102 (p. 377), and more conveniently from 
the assignments, being Exuisirs 32 and 33 (pp. 
102, 104) and Exuipits 114 to 124 (pp. 396 to 420). 
Howard W. Hayes, of Counsel for Thomas A. 
Edison and National Phonograph Co., appeared 
as counsel for defendant Rahley, and submitted 
an affidavit similar to the one submitted by him 
in the Whitson suit, as appears from p. 151 of the 


‘record in the Rahley suit. Defendant Rahley 


also submitted copies of the certificates of incor- 
poration of National Phonograph Co. and of the 
North American Phonograph Co., being Com- 
plainant’s Exuipitrs 15 and 36 (pp. 57, 115) in the 


‘case atbar. Defendant Rahley also putin evidence 


copies of the records in the suits between Columbia 
Phonograph Co. and the North American Phono- 
graph Co., e¢ al., and between the Volta Grapho- 
phone Co.,e¢ a/.,and the Columbia Phonograph o., 
ef al., in the firstof which suits Justice Cox 
rendered an opinion in accordance with the law as 
stated in the foregoing opinions of Justice Brap- 
LEY and the,others. As will be seen from Com- 
plainant’s Exurpir 125 (p. 420), the rights of New 
York Phonograph Co. under its contracts here 
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ph Co. declared upon were determined and adjudicated 
pril 2 in favor of New York Phonograph Co. and 
he ~ase against the receiver of the North American 
dence. Phonograph Co. in April, 1896. So that it is 


rt upon = oe clear that all the proofs existing in the Rah- 
‘ ley suit exist in the case at bar, and that in 


Wb ab hbbsd Bide divine ate nn mace Jaen 


printed 
r forth 3. ol the case at bar there is much additional sup- 
ited in porting and more conclusive proof. Judge Morris 


yom in- granted the motion for preliminary injunction, 


which and on April 21, 1902, Judge Morris signed 
n Com- an order wherein it was 

and 20 “ORDERED by the Court that a preliminary 
iTS 32 injunction issue against the defendant William 
‘pp- 37, J. Rahley, enjoining and restraining him, his 
1), “Ex- attorneys, agents, employees and workmen, until 
y from further order herein, from in any manner, di- 
33 (pp. rectly or indirectly, selling or leasing or offer- 
to 420). j ing for sale or lease within the States of Mary- 
land and Delaware and the District of Columbia 


mas A. 
opevred any phonographs or phonograph supplies, as 
bmitted mentioned in the bill of complaint’’ (see Record 
oy him in Rahley suit, p. 156). 
1 of the . A certified copy of Judge Morrts’ said order of 
Rahley Pes “> April 21, 1902, is herewith presented to the 
f incor- “i Court, together with a certificate of the Clerk of 1 
“ofthe the Circuit Court of the United States for the 
1g Com- District of Maryland, dated January 16, 1904, | 
i) in the | ‘that said order has not been changed or modified 
‘vidence by any further order of the Court, passed in said 
Slumbia case.”’ 
Plyno- Judge Morris handed down an opinion upon 
Grapho- | the granting of the motion for preliminary in- 
iph Co., junction, a copy of which is set forth af p. 
ce Cox 152 in the record of the Rahley. suit. In the 
e law as course of his opinion, Judge Morris said: | 
yh “The National Phonograph Oo., from 
nt “whom the defendant Rahley purchased the 
ew ; - : . . : 
tetas > 4 machine now in question, is the successor 
es “y 
_ * 
. | 
| 
ad H 


Raymond R. Wile 
Research Library 


20 


of and bound by the agreement made by 
Be the North American Phonograph Co. as 
q the party of the first part, and the com- 
ws q plainant, the Columbia Phonograph Co., 
= as the successor of Edward D. Easton, the 
a party. of the second part. It is a carefully 
Be prepared agreement * * * . The party 
of the first pars * * * agrees to grant ~*~ 
4 no similar rights for this territory to others 
~ a or exercise any similar rights therein itself * 
* * 
In the reported cases in which complainants 
have asserted similar rights umder like agree- 
ment, granting exclusive territory for the sale, 
a letting and exploitation of phonographs and 
34 graphophones manufactured under the same 
a ; patents, other courts have considered the case 
4 made by similar bills proper for relief by 
4 =" injunction. 


mh oi nines esis ase itnae anes NDNA en = 


w oy : New England Phonograph Co. v. Edison, 
ce - et al., 110 Fed. Rep., 26. 
ee New York Phonograph Co. v. National 
ie Phonograph Co., 112 Fed. Rep., 822. 
. Columbia Phonograph Co. v. Whitson, — ; 
Ct. of Appeals, Dist. of Columbia, 
a j 4 April Term, 1901.” 


| | It thus appears that Judge Morris 
i yy regarded Judge Wheeler'’s decision 
and opinion inthe case at bar as an 
if authority for the granting of the 
-. motion for preliminary injunction. | 
“8 
i 
\ 
i 
i 


Ninth. Rahley v. Columbia Phonograph Co., 
122 Fed., 623(C. C. A., 4th C). This is the pre- 


3 ceding case on appeal to the United States Cir- 
~ a cuit Court of Appeals for the Fourth Circuit, and 
the appeal resulted in an affirmance of the order 


, 
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for preliminary injunction on May 5th, 1903. The 
3 attention of the court is called to the date of de- 
7 3 cision. The following is a copy of the opinion. 
“United States Circuit Court of Appeals, 
Fourth Circuit. No. 457. William J. Rahley, 
‘Appellant, versus The Columbia Phonograph 
4 Company, Appellee. Appeal from the Cir- 
4 cuit Courtof the United States for the District 
ad 5 of Maryland. (Argued Feb. 3, 1908. De- 
cided May 5, 1903.) Before Circuit Judges 
Gorr and Srmonton, and District Judge 
McDowe... Howard W. Hayes (Hardcastle 
& Wynn on the Brief) for the appellant; 
Philip Mauro for the appellee. 
SrmonTon, Circuit Judge: 
| 
i 


This is an appeal from the Circuit Court of 
the United States for the District of Maryland. 
The Columbia Phonograph Company, a corpor- 
ation of the State of West Virginia, filed its 
= § bill in the said Circuit Court against the Na- 
3 tional Phonograph Company, a corporation of 
the State of New Jersey, and William J. 
Rahley, a citizen and resident of the State 
. a" of Maryland. Although the litigation in- 
augurated by the bill is the right to sell 
4 patented articles in the State of Maryland, it : 
a does not involve infringement of letters 
s patent. It is admitted that the patented 
74 articles, whose sale the bill seeks to enjoin, 
are lawfully manufactured in New Jersey by 
x oe , the licensee of the ownersof the patent. The 
ofl purpose of the suit is to prevent the violation 
‘ of a contract alleged to be binding on the 
mannfacturer of a patented article, of which 
Zz contract it is charged the defendant, Rahley, 
~ 18 has knowledge. Under this contract the com- 
a plainant claims that it has the exclusive right ;: 
Ss to use and to let to others to use and 
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to sell and deal in, within the States 
of Maryland and Delaware and_ the 
District of Columbia, all phonograph and 
phonographic supplies during the life of the 
patents. These patents were heretofore granted 
to Edison for his talking machine invention. 
The jurisdiction of the Court therefore rests 
altogether on the diverse citizenship of the 
parties. (Hacelsior Wooden Pipe Co. vs. 
Pacific Bridge Company, 185 U. S., 282.) 
The Edison patents under which the articles 
concerned in this case were made had become 
the property of the Edison Phonograph 
Company. In 1888 the entire capital 
stock, except 150 shares of the Edi- 
son Phonograph Company reserved by Mr. 
Edison himself, was sold to Jesse H. Lippin- 
cott. Thereupon Lippincott organized the 
North American Phonograph Company, and 
conveyed to it all that he purchased from 


’ the Edison Phonograh Company. This new 


company exercised ownership over these 


‘patents and promoted the organization of 


many local companies in several of the States. 
Among these is the Columbia Phonograph 
Company the complainant and the claim of 
the complainant heretofore set forth is based 
on the contract made with this company, bear- 


ing date 15th, January 1889. The North Ame. ° 


rican Phonograph Company became insolvent 
in 1894, and went intothe hands of a receiver, 
Thomas A. Edison, the inventor of these 
talking machines, was the president of, and 
large stockholder in the North American 
Phonograph Company. He became possessed 
of a large part of the assets of that company 
at the sale by the receiver. Then he formed 


the National Phonograph Company. This 


k 
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National Phonograph Company thereupon 
was appointed and authorized to exploit the 
sale of the invention under the Edison patents. 
Certain of these patented articles came into 
the possession of the defendant, Rahley, either 
as agent for or by purchase from the National 
Phonograph Company at its home in New 
Jersey. Rahley has sold andis offering for 
sale, in the exclusive territory claimed by the 
complainant, certain of these patented arti- 
cles so gotten from the National Phonograph 
Company. The complainant contends that 
the National Phonograph Company is the 
successor of and is bound by the contract 
made between the complainant and the North 
American Phonograph Company. This 
contract gives the complainant exclusive 
right to use and to let to others to use and 
to sell and deal in these patent 
articles within the States of Maryland 
and Delaware and the District of Cclumbia. 
That although Rahley obtained in New 
Jersey from the National Phonograph Com- 
pany the articles he is selling, he does this in 
violation of complainant’s rights under the 
contract, of which he had full knowledge and 
by which he is bound. The papers in the 
record show that the Edison Phonograph 
Company conveyed to the North American 
Company the right and license to use and 
sell for use the articles manufactured under 
the Edison patents. Now this was within 
the knowledge of Mr. Edison. That this North 
American Phonograph Company in 1889 
granted to the Columbia Phonograph Com- 
pany, the complainant, the exclusive right 
which it claims within the states of Mary- 
land and Delaware and within the District of 
Columbia. That after the failure of the 
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North American Phonograph Company and 
its possession by a receiver these rights of the 
insolvent company became the property of 
Mr. Edison. That Mr. Edison organized the 
National Phonograph Company and this last = 
named company was authorized to exploit and 
3 sell the inventions under the Edison patents. 
4 This, however, would seem necessarily to be >» 
subject to the right previously thereto ac- 
quired by the complainant with the knowl- 
4 edge and assent of Mr. Edison. The ques- 
tion in the case is, assuming that the defend- 
E ant, Rahley, purchased bona fide in the State 
4 of New Jersey from the National Phonograph 
ee 4 Company, the Licenseein that State of these 
patents, can he take the patented articles in 
question into the territory of the Columbia 
Phonograph Company and there dispose of 
them at his will. 
4 The National Phonograph Company is 
named as a defendant, but has not been 
served, so Rahley remains the sole defendant 
in the case. The answer to the question de- 
q pends upon the terms of the contract with the mula 
3 North American Phonograph Company under ht 
which the complainant holds its rights and 
also upon the further question whether the 
National Phonograph Company is the successor 
of the North American Phonograph Company, 
or if it is not in law the successor of that com- 
a pany, whether, nevertheless, it is bound by 
ee 4 the contract under which the complainant 
“i holds. Hearing the case on the motion for 
3 _ the temporary injunction, the court below 
4 was of the opinion prima facie that the con- 
pe tract properly construed sustains the conten- 
a tion of the complainant and that the National 
Phonograph Company is bound by it as the 
successor of the North American Phono- 
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Dead graph Company. So that Rahley, who holds 
"4 under the National Phonograph Company, 
4 having purchased with the knowledge of the 
a contract, is also bound by it. Being of this 
opinion, the court below granted a temporary 
4 injunction and because of this action this ap- 
Be peal is brought here. The appellant sets out 
a ten (10) assignments of error. They all go to 
the merits of the controversy and could very 
: properly be discussed if the case were here 
4 after a full hearing. But the question this 
court at this stage is called upon to decide is, 
whether the court below, having the discre- 
= tion to grant or refuse to grant the temporary 
ba q injunction, has in this instance abused its dis- 
cretion. , ; 
The law is so well stated by the Circuit 
Court of Appeals, 9th Circuit, in the Southern 
Pacific Company vs. Harl, 82 Fed., 690, that 
we adopt it. . 
a, _ ‘In as much as the granting of an injunction 
e _ pendente lite is committed to the discretion of 
3 the Trial Judge, it necessarily follows, and so 
the authorities uniformly hold, that upon an 
; appeal from such an order, the one question 
<.¥ | which the Appellate Court is called upon to de- 
termine is whether the court, in making such 
4 an order, abused its discretion. If there was 
oa before the court evidence having a reasonable 
4 tendency to make outa prima facie case for 
: _ the plaintiff, the order granting the injunction 
: will generally be confirmed, notwithstanding 
there may have been a material conflict in the 
a evidence submitted to the court at the time 
o{ making his order, or stating the same rule 
a in different words, the decision of the judge 
ha aq who made the order will not be reversed wn- 
4 less it appears after the consideration of 
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all the evidence upon which his action was 
based that his legal discretion to grant or 
withhold the order was improvidently exer- 
cised.’ 

We can see no abuse of discretion in the 
action of the court below. Indeed, in view 
of the fact that in a case presenting the 
identical question as this case (Columbia 
Phonograph Company vs. Whitson, April 
Term, 1901), the Supreme Court of the Dis- 
trict of Columbia had granted an injunc- 
tion, we are of the opinion that the discre- 
tion is well exercised. Counsel for appellant 
since this case was submitted have referred 
the court to a case, Berliner Gramaphone 

Co. v. Seamen, 110 Fed., 30. This case has 
no application to this motion. 

The decree of the Circuit Court is affirmed 
and the case remanded. 

Affirmed.” . 


Tenth. Wew York Phonograph Co. v. John R. 
Hardin, Receiver of Worth American Phonograph 
Co. Acertified copy of the record in this pro- 
ceeding forms Complainant’s Exhibit 125 (p. 420). 
This was a bill filed April 30, 1895, in the Court 
of Chancery of New Jersey, against John R. Har- 
din, receiver of the North American Phonograph 
Co. in the suit of Cuttingv. The North American 
Phonograph Co., wherein Mr. Hardin had been 
appointed receiver by said Court of Chancery. An 
answer was interposed May 6, 1895, by the re- 
ceiver to the bill or petition of New York Phono- 
graph Co. (p. 428), the issues were referred to 
Vice-Chancellor Emery to hear, and report and 
advise thereon (p. 433), and proof having been 
submitted and argument had, and the Vice- 
Chancellor having, on January 19, 1896, filed cer- 
tain conclusions ‘‘to the effect that said petitioner 
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ion was (New York Phonograph Co.), was entitled to a 
rant or royalty of ten per centumon sales of phonographs 
y exer- and phonographic supplies by the receiver as al- | 
¥ leged in said petition,’’—an order of the Court of 
in the yp? ade Chancery of New Jersey was, on April 21, 1896, , 
in view , . ; advised by Vice-Chancellor Emery and signed by 
ing the Chancellor McGill, directing the receiver of the 
lumbia » od, North American Phonograph Co., to pay to New 
Aoril York Phonograph Co., the sum of $1,600, being 
he Dis- the royalty of ten per centum on sales of phono- 
injune- graphs and phonographic supplies by the receiver 
discre- within the State of New York. The careful con- 
»pellant : sideration of the court to this proceeding is re- | I, 
referred spectfully requested, because the issues there in- | | 
1apweone volved and the result there reached have an im- | 
ase has portant bearing upon this motion for preliminary 
injunction. Thomas A. Edison and National 
affirmed ; Phonograph Co., were represented in the proceed- 
ing by their counsel, Howard W. Hayes, Esq., 
who as one of their solicitors, the other being Mr. 
og R. Lambert, composing the firm ofHayes & Lambert, 


consented on behalf of Thomas A. Edison and 


tograph 
a nee National Phonograph Co., to the mak- 
(p. 420). ing of the order finally directing the 
e Court receiver to pay the said sum of $1,600 i 
R. Yar- royalty as aforesaid to New York Phonograph ; 
nograph Co. National Phonograph Co. had just been in- . 
merican ‘ corporated in January, 1896, asappears from Com- , 
sd been plainant’s Exurpir 15 (p. 57). John R. Hardin, 
ery. An ’ Receiver of the North American Phonograph Co. 
tk> re- had just conveyed, on February 18, 1896, under P 
-Phono- : the direction of Thomas A. Edison and the 
‘trred to - National Phonograph Co., to the National Phono- 
ort and graph Co. and Frederick P. Ott, the assets of the ¢ 
1g been North American Phonograph Co., sold by the Re 
e Vice- ceiver at public sale, as appears from Complain- — ( 
iled*cer- “ant’s Exuisrrs 25 and 24 (pp. 88 and 76). Com- | 
titioner plainant’s Exutsit 40 (pp. 157, 138), and Exuisir 
¥ “I ~E of Complainant’s EXHIBIT 36 (p. 141) show that 
4 7 ~ / 
; c / 
- ! 
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by reason of a compromise arranged between 
Thomas A. Edison and John R. Hardin, Receiver 
of the North American Phonograph Co., sanc- 


‘tioned on January 15, 1896, by the Court of 


Chancery, the manner in which the assets of the 
North American Phonograph Co. should be sold 
at public sale was arranged. In fact, the method 
was suggested by Mr. Edison in his offer of com- 
promise. As soon as the compromise was agreed 
upon and perfected by the said order of January 
15, 1896, Mr. Edison’s counsel, Howard W. Hayes, 
Esq., on January 25, 1896, caused National Pho- 
nograph Co. to be incorporated. The sale took 
place on February 8, 1896, and Mr. Edison made 
the highest bids for all the assets of the North 
American Phonograph Co. (as appears from com- 
plainant’s Exuipits 24 and 25). The cash pay- 
ment at the time of the sale, a part only of the 
total amount paid, was 87,500 (Record Hardin,Q110, 
p. 223), and that sum of $7,500 was paid by Mr. 
Edison’s check (Record, Edison, Q667, p. 120), the 
check being set forth in the record as Complain- 
ant’s Exuipir 26. Between the date of the sale, 
February 8, 1896, and the date of the convey- 
ances, February 18, 1896, Mr. Edison and National 
Phonograph Co. arranged, as appears from 


.Complainant’s Exurpits 24 and 25 that the 


contracts between New York Phonograph 
Co. and the North American Phonograph 
Co. should be conveyed to Ott, and the con- 
veyance of those contracts, together with numerous 
other contracts between the North American Pho- 


-nograph Co. and the several local phonograph com- 


panies, is specifically set forth in Complainant’s 
Exuiit 25, being the conveyance by Hardin to 
National Phonograph Co., as well as in Ex- 
HIBIT 24, being the conveyance to Ott (Exh., 
fols. 288, 289, 290). Mr. Gilmore, president of Na- 
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tional Phonograph Co., testifies that the reason for 
the conveyance of said contracts to Ott by Na- 
a tional Phonograph Co. was ‘‘because the National 
“es 4 Phonograph Co. didn’t want them.’’ (Record, 

: ~ Gilmore Q110, p. 417.) Jt is thus conclusively 
established that National Phonograph Co. at the 
time of its incorporation knew of the existence of 
the contracts between North American Phonograph , 
Co. and New York Phonograph Co., and knew of 
the claim which New York Phonograph Co. made 

> , under those contracts to its rights within the 
: State of New York, and knew of the enforcement 
i 4 of those rights by New York Phonograph Co. 


4 against the receiver of the North American Phono- 
~ 4 graph Co. by the order to which Messrs. Hayes & 
4 Lambert, as solicitors for Thomas A. Edison and 

4 National Phonograph Co., gave their consent. 


It is pertinent and useful at this point to state 
the claimsadjudicated in favor of New York 
Phonograph Co. and against the receiver of the 
of North American Phonograph Co. as above set 
x forth. It appears from Complainant’s Exu1Bit 22 
4 fa (p. 65) that on July 1, 1893, an agreement was 
- made between New York Phonograph Co. and the 
' North American Phonograph Co. whereby thecon- 
~ ¢ solidation of complainant’s predecessors to form 

& _ New York Phonograph Co. was ratified by the 
- North American Phonograph Co. (p. 67, fol. 199), 
a whereby the rights of New York Phonograph Co. 
ig throughout the whole of the State of New York 
¥ under the contracts of February 6, 1889 and Octo- 
ber 12, 1888, and June 13, 1889, and June 23, 1890, 
a being Complainant’s Exuipirs 49, 50, 47 and 
“ 51 were recognized (p. 67, fol. 200), and whereby 
‘S North American Phonograph Co. fully ratified 
and confirmed said agreements and the licenses, 
~ a privileges, rights, easements, guarantees, terms 
ag and conditions theretofore granted to New York 
et | Phonograph Co. (p. 70, fol. 210), and wherein the 
a Xx following provisions among others were made: 
) . 


A ite aetna 8 cnet 


Raymond R. Wild 
Research Library 


Palace plans lt atl Sill 


sn i 
ras 
t 
ah 


ig 
+g 


30 


‘Srconp. From the date of this agree- 
ment until the first day of July, 1895, the 
party of the first part, The North American 
Phonograph Company, shall have the sole and 
exclusive right to exploit, lease, sell and 
otherwise dispose of the instrument known 
as the phonograph, and all supplies, appli- 
ances and attachments therefor, in and 
throughout the territory now covered and 
operated by the party of the second part, and 
it being expressly understood and agreed that 
the party of the first part may sell, lease or 
dispose of such phonographs without in any 
way restricting the use of the same, or in 
other words, shall in the language of the trade 
have the right to make ‘‘unrestricted sales’’ 
of phonographs, supplies, appliances and at- 
tachments therefor; and it being further ex- 
pressly understood and agreed that the busi- 
ness so transacted by the party of the first 
part shall be at its own cost and expense, 
and without risk or contribution in any way 
of or from the party of the second part. 


Turrp. The party of the first part shall 
pay to the party of the second part a sum of 
money equal to ten per centum of the selling 
price to the public of all phonograph sup- 
plies, appliances and attachments therefor, 
sold in, or sold to be ised in, the territory 
now covered and operated by the party of the 
second part, and a sum equal to twenty-five 
per centum of all the rents paid by lessees 
for phonographs, supplies, appliances and at- 
tachments, leased or rented in, or leased or 
rented to be used in said territory, and a sum 
equal to ten per centum of gross amount re- 
ceived by the party of the first part from ex- 
exhibitions and automatic machines and 
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from any other income derived from the 
business done in the State of New York, 
that the party of the second part, said New 
York Phonograph Company would have the 
right todo if operating under the original 
agreements.”’ 


From Complainants Exurprr 125 (p. 420), being 
the record of the proceedings by New York 
Phonograph Co. against the receiver in the Court 
of Chancery, it appears that the receiver refused 
to pay the royalties due to New York Phonograph 
Co. under the contract of July 1, 1893 (Complain- 
ant’s ExHIBIT 22,as aforesaid). In the pleadings, 
the making of the contracts of October 12, 1888, 
February 6, 1889, and July 1, 1893, was alleged in 
the petition and admitted by the receiver in his 
answer. Mr. Hardin testifies (Record, Hardin) p. 
225, as follows: 


Q.121 Will youexplain alittle more fully for 
what the payment of royalties amounting to $1600 
or over was made by you as receiver to New York 
Phonograph Co? A. From the time of my ap- 
pointmeat, New York Phonograph Co. began to 
bombard m3 with notices of all kinds and descrip- 
tions beginning within a few weeks after my ap- 
pointment, and continuing down to the time of 
this litigation, calling upon me to fulfil the terms 
of the contract and demanding royalties and all 
that sort of thing. 

Q.122. Can you state the date of that contract? 
A. Which contract? 

Q.123. The contract to which you refer when 
saying that * * * A. Contract of Julyl, 
1898, between the North American Phonograph 
Co. and New York Phonograph Co. ? 

Q.124. Yes. <A. 1 did not pay any attention to 
their notices, and did not pay them any royalties 
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and they finally came into the Cutting suit by 
petition some time in April, 1895. I contested 
their application for direction to pay royalties and 
that was tried before Vice-Chancellor Emery, and 
I was directed to pay the royalties. 

Q.125.. Did you pay royalties for the 
time prior to the entry of the order? 
A. Ipaid no royalties except for the sales made 
by me as Receiver. Any other claim would have 
been aclaim against the corporation, not against 
the Receiver. 

Q.126. That is to say, you paid royalties to 
New York Phonograph Co. in consequence of said 
order? A. Yes, which was obtained after dispute. 

Q. 127. For how long a time did the payment of 
royalties continue? A. It covered all sales made 
by the Receiver while he was Receiver. 

Q.128. Up to the time of your discharge? A. 
Well, I did not continue the business after the sale. 
I was not discharged until some time in 1898, and 
the sale took place, did it not, in 1896. 


Mr. Hardin was appointed Receiver on 
August 21, 1894 (Record, Hardin, Q7, 70, 
pp. 188, 207; Exuipir 125, p. 429, fol. 1286). 


Thus by the agreement of July 1, 1893, and by 
the litigation had between New York Phonograph 
Co., and the Receiver, the existence of the rights of 
New York Phonograph Co. under the original con- 
tracts of October 12, 1888, being Complainant’s 


Exnisit 50 (p. 264), and of February 6, 1889, being 


Complainant’s Exurpir 49 (p 263), and under the 
agreements extending license of June 13, 1889, 
and June 23, 1890, being Complainant’s Exurpirs 
47 and 651 (pp. 233, 264), was conceded, con- 
firmed and ratified by the North American 
Phonograph Co., and judicially established 
against the Receiver of the North American 
Phonograph Co. in the final order to which 
Thomas A. Edison and National Phonograph 
Co. gave their consent (ExurpBit 125, p. 434). 
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Clear Title of Complaint. 


(a) Title of the North American Phonograph 
Company by contract. 


The clear title of complainant to the sole and 
exclusive right to sell and to use for a period of 
time not yet expired within the State of New 
York phonographs and phonograph supplies, em- 
bodying the inventions and improvements _ pat- 
ented and unpatented of Thomas A. Edison is 
proved in the case at bar in two distinct, corrobor- 
ative and positive ways. From a reading of the 
prior adjudications above set forth in this brief, 
it is clear that other courts and other judges deal- 
ings with the source of title under which com- 
plainant claims have uniformly held that the gran- 
tees of the North American Phonograph Company 
for specified territory of the United States ac- 
quired exclusive rights not yet expired for the 
ceded territory which could be and were enforced 
against this defendant National Phonograph Com- 
pany. It is the purpose of the argument now to 
show that the conclusions reached in such prior 
adjudications rest upon indisputable facts. This 
as said above can be done upon the evidence in the 
case at bar in two ways: First, the title of the 
North American Phonograph Company can _ be 
shown by contracts in evidence and the grant by 
the North American Phonograph Company to com- 
plainant can be shown also by contracts in evi- 
dence; Second, the title of the North American 
Phonograph Company can be shown by a compro- 
mis? to which John R. Hardin, receiver of the 
North American Phonograph Company, on _ the 
one hand, and Thomas A. Edison, Edison Phono- 
maph Company and Edison Phonegraph Works, on 
the other hand, were parties, and the grant by the 
North American Phonograph Company — to com- 
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plainant appears as before by contracts in ev¥i- 
dence. 

In logical order the contracts by which the title 
of the North American Phonograph Company was 
acquired should be first referred to, but since the 
compromise mentioned removes all possible doubt 
as. to the title of the North American Phonograph 
Company, brief mention only of the contracts is 
necessary. . 

Thomas A. Edison, having invented the Phono- 
graph caused the Edison Phonograph Company to 
be incorporated and the certificate filed on October 
8, 1887 (Complainant’s Exhibit 34, p. 107; Record, 
Randolph Q. 213, p. 183). The purpose of the 
company was “to manufacture and_ sell phono- 
graphs and apparatus and devices embodying the 
same; to purchase and own letters patent and to 
grant rights and licenses thereunder; etc.”. The 
capital stock of the company was divided into 
12,000 shares, of which Mr. Edison subscribed for 
11,960. Having organized the Edison Phonograph 
Company, Mr. Edison thereupon, on October 28, 
1887, entered into a contract with the Edison 
Phonograph Company (Complainant’s Exhibit 4, 
p. 9; Record, Edison Q. 500, p. 86), whereby in 
consideration of the issue to him of the said 11,960 
shares of stock, full paid, he conveyed to the com- 
pany his entire right and title in letters patent of 
the United States and Canada, and in applications 
therefor covering his inventions relating to phon- 
ographs and he further agreed “that for a period 
of five years from the date hereof. he will devote 
a. reasonable amount of his time, reference being 
had to his pursuits, toward perfecting and im- 
proving the inventions aforesaid, and enlarging 
and extending the use and application thereof” 
(Exh., fol. 30). AIl new inventions relating to 
the phonograph made by him within the said per- 
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nb evi- iod of five years he agreed to assign, together with 
the applications and letters patent therefor, to the 
e title said company (Exh., fol. 31). The right to man- } 
iy was ufacture under the said patents of Edison and 
ce the rr jut under all other patents thereafter acquired by the 
doubt Edison Phonograph Company, was by the con- 
graph Pas wh tract granted exclusively to Edison in perpetuity ! 
icts is (Exh., fol. 32), and the said Edison agreed “that 
~ he will not sell the said phonographs and supplies 
>hono- ; so to be manufactured to persons other than the 
iny to , company, save by its direction and with its con- 
ictober : sent. This, however, shall not prevent the said 
ecord, . Edison from selling said articles for export” (Exh., 
f Che fol. 34). This provision also was to continue in 
phono- perpetutity. 
ng the In order to exercise the manufacturing right 
und to granted to him by the Edison Phonograph Com- 
The pany under the above contract of October 28, 1887, 
d into Mr. Edison caused the Edison Phonograph Works 
ed for to be incorporated and the certificate filed on May 
graph 8, 1888 (Complainant’s Exhibit 35, p. 111; Record, 
er 23, Randolph Q. 2138, p. 184). The objects for which | 
Tdison the company was formed were “to manufacture 
ibit 4, XK] ‘) phonegraphs and the various apparatus and de- 
ebyein vices connected therewith and to sell the same, 
11,960 ete.” (Exh., fol. 334). The capital stock of the 
ecom- | company was divided into 3,000 shares, of which 
ent of ; Mr. Edison subscribed for 1,560 shares. A. O. 
‘ations ; Tate, trustee, subscribed for 1.430 shares (Exh., 
phon- fol. 336). Thereupon, on May 12, 1888, by con- 
period — . tract, Mr. Edison conveyed to the Edison Phono- 
devote eraph Works the exclusive manufacturing rights 
being granted to him by the Edison Phonograph Com- 
id im- pany by the contract of October 28, 1887. The 
irging agreerent of May 12, 1888, is Complainant’s Ex- 
oretyf”” . "hibit 5 (p. 16; Record, Edison Q. 503, p. 87). The 
ing to contract recites (Exh., fol. 51) “It being the in- 
d per- 3, 2 nae 
feet gang 
= - 
~ 
4 


Raymond R. Wile ‘ 
Research Library 


36 


al tention of this clause to confer upon the said Edi- } 
‘% sen Phonographs Works the same right and 
- license under the patents owned or to be owned by 
4 the Edison Phonograph Company as are conferred | 
by said last-mentioned company upon the said Edi- 
7% son, and the same right to manufacture phono- 
iq graphs for export and use in foreign countries as y= 
; are conferred upon the said Edison by the con- 
wy : tracts between him and the said Gouraud herein- 
; before referred to.” The consideration was the is- 
sue to Edison of 52¢ full paid of the capital stock 
authorized of the company, and 52¢ of any increase 
of the capital steck of the company. 
j After Mr. Edison made the foregoing contract 
of October 28, 1887, with his company, the Edison 
ay Phonograph Company, and the foregoing contract 
of May 12, 1888, with his works, the Edison Phon- 
ograph Works, Jesse H. Lippincott and the North 
American Phonograph Company acquired in- 
terests in, the Edison patents relating to phono- 
graphs by contracts hereinafter referred to, 
: and it was deemed proper by Edison Phon- 
| oa ograph Company, of the first part, y+ 
| a Edison Phonograph Works, of the second part, it. 
af Thomas A. Edison, of the third part, Jesse FH. 
ee Lippincott, of the fourth part, and the North Amer- 
a ican Phonograph Company, of the fifth part. that a 
contract be entered into, and such contract was, in ¢ 
fact, entered into (Complainant’s Exhibit 8, p. 29; 
, Record, Edison Q. 555. p. 95), cn January 22, 1899, 
i whereby the aforesaid contracts of Octeher 28, 
1887, and May 12, 1888, were ratified and affirmed, 
sa as to the grant to Edison of “the exclusive right te 
manufacture phonograph inventions” in the United 
ti Sa States and Canada, and as “to the transfer by him 
G ne of his said right to the Edison Phonograph Works” 
oe | (Exh., fol. 87), “but subject to all the terms and 
aa conditions of the aforesaid two agreements, and 
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subject, further, to such amendments and altera- 
tions in them or either of them as may have been 
heretofore duly and properly made by any of the 
parties hereto (Exh., fol. 88) * * * It is dis- 
tinctly understood and agreed that nothing herein 
contained is intended to alter any existing agree- 
ments relating to the said subject matter of manu- 
facturing, save and except as above set forth” 
(Exh., fol. 89). 

The contracts whereby Jesse H. Lippincott and 
the North American Phonograph Company ac- 
quired ownership and control of the Edison Pat- 
ents relating to phonographs, as acknowledged in 
effect by the contract of January 22 1890, (Com- 
plainant’s Exhibit 8, p. 29), are the following. On 
the 28th day of June, 1888, Thomas A. Edison en- 
tered into a contract with Jesse H. Lippincott 
(Complainant’s Exhibit 3, pp. 8, 169, 180), where- 
by Lippincott agreed “within twenty days from the 
execution thereof, to form or cause to be formed a 
corporation, to be called the American Phonograph 
Company, which corporation shall engage in the 
business of exploiting and introducing the phono- 
graph commercially” (Exh., fol. 547). It was fur- 
ther provided in the said contract between Edison 
and Lippincott that “within thirty days from the 
formation of said American Phonograph Company, 
the agreements between the said Edison Phono- 
graph Company and the said Edison, and the said 
Edison Phonograph Works and the said Edison, 
shall be so modified, and the said companies shall 
severally take such action as may he necessary to 
admit of the making of certain contracts between 
the said Edison and the said American Phonograph 
Company, and the said Edison Phonograph Works 
and the American Phonograph Company, in the 
form and containing the provisions of. the contracts 
hereunto annexed” (Exh., fol. 548). Tn addition 
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Lippincott agreed to pay Edison $500,000 in cash, 
and Edison agreed to transfer to Lippincott the en- 
v a tire capital stock, 12,000 shares, less 150 shares, of 
: the Edison Phonograph Company (Exh., fol. 544), 
and to use his best endeavors to cause the said 150 Yas 
shares also to be transferred to Lippincott (Exh., | 
: fol. 546). The contra¢t further provided that “the kes 
consideration to the said Edison for the execution 
: of this contract is both the payment of Five hun- 
a dred thousand dollars as above provided and the 
q execution by the American Phonograph Company 
of the contracts herein referred to” (Exh., fol. 550). 
: The contract recites that Mr. Edison is the inven- 
~ a ter of the phonograph, an instrument designed for 
general commercial purposes, “upon which inven- 
tion numerous patents of the United States have 
; been issued and applied for’ (Exh., fol. 540) ; that 
the Edison Phonograph Company “is the owner of 
the letters patent issued upon said inventions and 
’ of the applications for letters patent” pending, and ; 
by contract with Edison dated October 28, 1887, i 
owns certain rights “and is entitled to any further 
| or new inventions that the party of the first part ‘ 
a may make relating to the phonograph” (Exh., fol. rr 
~ a 541): that the Edison Phonograph Works has - 
acquired an “exclusive right to manufacture said 
pPhonographs” (Exh., fol. 542); that said Edison 
By “owns a maiority of the stock and controls the said 
; Edison Phonogranh Company and the said Edi- 
son Phonograph Works” (Exh., fol. 543); that 
a the said Lippincott “is desirous of causing the for- 
mation of a corporation which shall when formed 
a feanire and possess the necessary authority to ex- 
i minit and introduce commercially the said nhono- 
graph as well as a certain other instrument known 
as the ‘craphophone,’ and which shall, in fact, en- 
gage in the introduction and exnloitation thereof” : 
(Exh.. fol. 543). It thus appears that these de- r 
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nh cash, fendants, Thomas A. Edison, Edison Phonograph 
the en- Company and Edison Phonograph Works, caused, 
rey of and contracted with Lippincott for, the formation 
. ott), of the North American Phonograph Company and 
tid 159 ai ~ provided that the North American Phonograph 
( Exh., Company should possess the necessary authority to 
at “the os 4 exploit and introduce commercially the phono- ! 
scution graph. The plan contemplated was evidently one 
re Mun- to continue in perpetuity. By the contract of Oc- 
nd the tober 28, 1887 (Exr., 4, p. 9), Edison Phonograph 
mpany Company granted to Edison a manufacturing right 
1, 550). . in perpetuity “under each and every letters patent 
‘ inven- ; upon inventions of the said Edison, or others, here- 
aed_for after acquired by it” (Exh., fol. 33). This right 
inven- to manufacture in perpetuity Edison transferred 
*s have to Edison Phonograph Works by the contract of 
); that May 12, 1888 (Exhibit 5, p. 16), as above shown. 
vner of The contract of June 28, 1888, between Edison and 
ma and Lippincott recites that Edison Phonograph Com- 
ng, and pany “is entitled to any further or new inventions 
188%, - that the party of the first part (Edison) may make 
further * relating to the phonograph” (Exh., fol. 541). The i 
xt part ae PS contracts, for which Edison stipulated in the con- 
ch., fol. it Z| tract with Lippincott of June 28, 1888, to be made 
‘8 Shas bs between Edison and the American Phonograph i 
re said Company and between Edison Phonograph Works 
Edison» and the American Phonograph Company, are based 
he said ; ’ upon the same idea of an arrangement to continue 
1 Fdi- . in perpetuity, as will hereafter be shown by the r 
> ghat express language of the contracts. Pursuant to the 
the for. - contract of June 28, 1888, Linpineott caused the 
formed North American Phonograph Company to he incor 
r fo ex- porated and the certificate filed on July 16, 1888 
nhono- (Complainant's Exhibit 36, p. 115; Record, Ran- 
known . dolnh, O. 213, p. 184). Thomas R. Lombard was 
act.Fen- elected the first president of the company (Record 
hereof” a) Lombard, Q. 11, p. 511). ‘Shortly after the filing 
lese de- ae ie of the said certificate the said company was organ- 
a — 
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ied by the incorporaturs aud almost cuoutempoura- 
heousiy With its orgalizauon Luomas A. tuison 
became a stuckholuer In Whe said collpuny aud was 
elected oue of its directurs and held the vice v4 Ul 
rector from that time until August 15, lov4, anu 
thereafter, and some time prior to August 15, 1394, 
Mr. Edison was elected president of the company 
and continued president of the company down to 
and subsequent to the time, August 21, 1894, when 
John R. Hardin was appointed receiver of the 
North American Phonograph Company (Complain- 
ant’s Exhibit 129; p. 449, fol. 1348, being the Afii- 
davit of Thomas A, Edison; Record, Gilmore, Q. 
488, p. 625). Although the name “American Pho- 
nograph Company” was the name by which the 
new corporation was to be known according to the 
contract of June 28, 1888, between Edison and Lip- 
pincott, the name “North American Phonograph 
Company” was finally adopted upon the incorpora- 
tion of the company because the company “con- 
trolled both the United States and Canada, and 
Canada was not exactly America, so they called it 
the North American as embracing both the United 
States and Canada” (Record, Lombard, Q. 42, p. 
519). The authorized capital stock of the North 
American Phonograph Company was $6,600,000, 
divided into 6,600 shares (Exh., fol. 349). On July 
17, 1888, the day following the incorporation of the 
company, Jesse H. Lippincott transferred to the 
North American Phonograph Company “all the 
rights which he has or may hereafter have to use 
the patents and inventions of said Edison relating 
to phonographs as aforesaid and all rights 
or interests. which he now has or may 
hereafter have in the patents of said Edi- 
son and any re-issue or extension  there- 
of and all the rights which he acquired and 
all the rights which were agreed to be conferred 
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upon said company (North American Phonegraph 
Company) by a certain agreement between said 
Edison and said Lippincott, dated June 28, 1888, 
copy hereto annexed, and all the stock of the Edi- 
son Phonograph Company, etc.,” in consideration 
of the issue to him of “$6,560,000 full paid capital 
stock of said company, receipt of which is hereby 
acknowledged, and payments hereinafter provided 
for in cash” (Complainant’s Exhibit 102, p. 377, 
fol. 1132, 1133; Record, Lombard Q. 18 to Q. 30, 
pp. 518, 514). On August 1, 1888, Thomas A. Edi- 
son and Edison Phonograph Works respectively ex- 
ecuted with the North Americna Phonograph Com- 
pany the two contracts agreed upon between Edi- 
son and Lippincott in the basic contract of June 
28, 1888. To each of these contracts Jesse H. Lip- 
pincott also became a party. The contract of Au- 
gust 1, 1888, between Edison, the North American 
Phonograph Company and Lippincott is Complain- 
ant’s Exhibit 103 (pp. 380, 192; Record, Lombard, 
Q. 31 to 51, pp. 515 to 522, Q. 112, p. 546; XQ. 372, 
p. 597 and RDQ. 375, p. 599, et seq.). The contract 
of August 1, 1888, between the Edison Phonograph 
Works, the North American Phonograph Company 
and Lippincott is Complainant’s Exhibit 104 (pp. 
381, 197; Record, Lombard, Q. 31 to 51, pp. 515 to 
522, XQ. 372, p. T9T and NRDQ.378, p. 599, et seq.). 
On October 10, 1888, Thomas A. Edison of the first 
part, the North American Phonograph Company of 
part the North American Phonograph Company of 
the third part and Jesse H. Lippincott of the fourth 
part joined in a contract (Complainant’s Exhibit 
6, pp. 21,200; Record, Edison Q. 505, p. 87, et seq.; 
Haines Q. 171, p. 334, et seq.), whereby the execu- 
tion of the two contracts of August 1, 1888 afore- 
said was acknowledged and the following changes 
made, to wit: In Exhibit 103, paragraph seventh, 
the last sentence (Exh., fol. 586), which read “the 
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said Edison is also to have the exclusive right in 
perpetuity to manufacture phonographs and_ all 
supplies therefor for export” was changed so as to 
read “the Edison Phonograph Works shall, with- 
out further consideration, have the exclusive right 
in perpetutity to manufacture phonographs and all 
supplies therefor for export” (Exh., fol. 599). In 
Exhibit 104, paragraph fourth, the first sentence, 
which read “the party of the second part is to be 
allowed and contemplate manufacturing the phon- 
ograph for export” (Exh., fol. 594), was changed 
so as to read “the party of the second part is with- 
out further consideration to have the exclusive 
right in perpetuity to manufacture phonographs 
and all supplies therefor for export” (Exh., fol. 
601). The contract of August 1, 1888, between 
Edison, the North American Phonograph Company 
and Lippincott, recites thatthe North American 
Phonograph Company “has been organized with 
the view of exploiting and introducing commer- 
cially the phonograph, and has acquired the nec- 
essary rights and authority so to do” (Exh., fol. 
577), provides for the putting on the market by 
the North American Phonograph Company and 
Lippincott of the phonograph and graphophone 
(Exh., fol. 578), defines what is a phonograph and 
what is a graphophone (Exh., fol. 580) and pro- 
vides among other things as follows: 


“Fourth. ANY INVENTION OR IMPROVEMENT MADR 
BY THE SAID EDISON WITHIN FIFTEEN YEARS FROM 
THE DATE HEREOF UPON THE PHONOGRAPH AS I 
NOW EXISTS SHALL BE ASSIGNED TO THE COMPANY 
WITHOUT FURTHER COMPENSATION. * * * Nonew 
patented invention assigned or assignable to the 
company hereafter shall be used on or sold with the 
phonograph-graphophone, and no new _ patented 
invention owned or controlled now or hereafter by 
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the Volta Graphophone Company shall be used up- 
on or sold with the phonograph” (Exh., fols. 582, 
584). 


“Seventh. The company shall not sell phono- ~ 


graphs for use in countries other than the United 
States and Canada, nor interfere in any way witb 
the foreign business of the said Edison. The said 
Edison is also to have the exclusive right in per- 
petuity to manufacture phonographs and all sup- 
plies therefor for export” (Exh., fol. 586). 

The contract of August 1, 1888, between the North 
American Phonograph Company and Lippincott, 
2648. .21 
parties of the first part, and the Edison Phonograph 
Works, party of the second part, provides as fol- 
lows: 


“First. The party of the first part hereby acre 
to grant, and hereby does grant, to the party of the 
second part the sole and exclusive right to manu- 
facture the phonograph and the various devices and 
apparatus used in connection therewith, and sup» 
plies therefor IN PERPETUITY and agrees that it wilt 
not authorize the manufacture thereof by others 


(Exh., fol. 590). 


“Fourth. The party of the second part is to be 
allowed and contemplate manufacturing the phono- 
graph for export, but the orders of the party of the 
first part shall have preference over orders for ship- 
ment to foreign countries. The party of the second 
part shall kéep its facilities for manufacturing up 
to the reasonable demands upon it and WILL NOT 
MANUFACTURE PHONOGRAPHS AND SUPPLIES FOR USE 
WITHIN THE UNITED STATES AND CANADA FOR PAR- 
TIES OTHER THAN THE NORTH AMERICAN PHONO- 
GRAPH COMPANY.” 

It is now clear from the foregoing provisions of 
the contracts, to which Thomas A. Edison, individ- 
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ually and as president of the Edison Phonograple 
Company and Edison Phonograph Works, was a 
party, and to which the Edison Phonograph Com- 
pany, the Edison Phonograph Works, the North 
American Phonograph Company and Lippincott 
were parties, that an arrangement for the placing 
of the phonograph on the market in perpetuity was 
made. Under the contract of October 28, 1887, 
Edison obtained from the Edison Phonograph Com 
pany, as its licensee under the patents, the exclu 
sive and perpetual right and license to manufac- 
ture (Exh., fol. 32), and by the contract of May 
12, 1888, Edisen conveyed this exclusive and per- 
petual right and license to manufacture under the 
patents owned or to be owned by the Edison Pho- 
nograph Company to the Edison Phonograph 
Works (Exh., fol. 51). Thereafter Edison, con- 
trolling Edison Phonograph Company and Edison 
Phonograph Works made the agreement of June 
28, 1888, under and by virtue of which the Edison 
Phonograph Works obtained from the North Amer- 
ican Phonograph Company the erclusirve and. per- 
petual right and license to manufacture phono- 
graphs and supplies and agreed not to manufacture 
phonographs and supplies for use within the Cnited 
States and Canada for parties other than the North 
American. Phonograph Company (Exh., fol. 590 to 
595). 

Such, then, is the manner in which Thomas A. 
Edison and his companies caused the North Amer- 
ican Phonograph Company to be organize, and 
clothed the North American Phonograph Company 
with exclusive and perpetual rights for the manu- 


facture, sale and use of phonographs and supplies _ 
‘within the United States and Canada. Mr. Edison 


has frequently asserted that the arrangement made 
was one in perpetuity (Complainant’s Exhibit 129, 
p. 449, fol. 1353; Record Edison, Q. 270, p. 48; Q- 
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T48, p. 189, et seg.). Under and by virtue of the 
agreement of June 28, 1888, between Edison and 
Lippincott, the North American Phonograph Com- 
pany became possessed of, acquired, held and 
owned the entire capital stock, 12,000 shares, of the 
Edison Phonograph Company, and said 12,000 
shares were part of the assets of the company 
which passed into the hands of the receiver upon 
his appointment in August, 1894. The receiver, 
Mr. Hardin, testifies (Record, Hardin, Q. 28, 24, 25, 
pp. 192, 193, 194), that the stock of the Edison 
Phonograph Company was the property of the 
North American Phonograph Company, and wa: 
sold, together with other assets of the North Ameri- 
can Phonograph Company, under an order of the 
Court of Chancery of New Jersey, in pursuance of 
the terms of a compromise agreed upon between 
him as receiver and Thomas A. Edison. Mr. Ran- 
dolph, secretary and treasurer of the Edison Pho- 
nograph Company (Record, Randolph Q. 5, p. 158), 
and secretary and treasurer of the Edison Phono- 
graph Works (Record, Randolph Q. 2, p..157), and 
secretary and treasurer of the National Phono- 
graph Company (Record, Randolph Q. 13, p. 158), 
testifies (Record, Randolph, p. 182), as follows: 


Q205. Did the National Phonograph Com- 
pany ever own any stock in the Edison Pho- 
nograph Company? 

A. Yes, sir. 

Q206. From whom did it acquire such stock? 

A. From the sale, I think, of the assets of 
the North American Phonograph Company. 

Q207. Do you. know how many = shares of 
stock of the Edison Phonograph Company the 
National Phonograph Company owned? 

A. 12,000. 

Q208. You say, as I understand you, that 
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National Phonograph Company acquired 12,- 
000 shares of stock of the Edison Phonograph 
Company by purchase? 

A. Yes, sir. 

Q209. From whom? 

A. The receiver of the North American Pho- 
nograph Company. 

Q210. That is, from John R. Hardin? 

A. Yes, sir. 

Q211. That was the entire capital stock of 
the Edison Phonograph Company, was it not? 

A. Yes, sir. 


Mr. Edison, in an affidavit verified August 15. 
1894 (Complainant’s Exhibit 129, p. 449), testi- 
fied with reference to the contract of: June 28, 1888, 
and the stock of the Edison Phonograph Company 
(fol. 1351), “I agreed that I would sell and deliver 
to the said Lippincott the entire capital stock of the 
Edison Phonograph Company, except the said 150 
shares for the sum of Five hundred thousand dol- 
lars; I subsequently transferred my stock in that 
company either to Lippincott or to the North Amer- 
ican Phonograph Company in execution of my said 
contract.” In the same affidavit Mr. Edison said 
(fol. 1362), “the said company had become pos- 
sessed of the total capital stock of the Edison Pho 
nograph Company.”? This was an_ affidavit an- 
nexed to and forming part of the bill of complaint 
in the suit brought for the appointment of a re- 
ceiver, and the liquidation of the assets, of the 
North American Phonograph Company (Exh., fol. 
1370) ; for it was Thomas A. Edison who threw the 
North American Phonograph Company into liqui- 
dation, as appears from his said affidavit and from 
the release given to the receiver, upon final distribu- 
tion, by the National Phonograph Company, to 
whom Edison had assigned his claims (Complain- 


Raymond R. Wile 


Research Library 


vd 12, 


ograph 


= 


in Pho- 
' 


- 


ook of 


it not? 


ust 15. 
, tosti- 
%, 1888, 
mpany 
deliver 
: of the 
tid 150 
nd Tol- 
in that 
Amer: 
iy saick 
m said 
1 Ups- 
nm Phos 
it an- 
aplaint 
fa re- 
of the 
h., Tol. 
‘ew the 
» liqui- 
ad from 
istribu- 
ny, to 
uplain- 


y 
r 


’ 


a 


47 


ant’s Exhibit 101, p. 372, fol. 1117; Record, p. 504, 
Hardin, Q. 107, p. 220, Q. 109, p. 221). And it 
was Thomas A. Edison who then purchased the as- 
sets of the company, including the stock of the Edi- 
son Phonograph Co. (Exh., fol. 233; Record, Edi- 
son, Q. 393-422, p. 67). In January, 1896, at the 
time of the compromise with the receiver Mr. Edi- 
son said, “the stock of the Edison Phonograph Com- 
pany, although previously owned by the North 
American Phonograph Company, had been pledged 
to me as security for a note” (Exh., fol, 376). 


(b) Title of the North American Phonograph 
Company as shown by the compromise betiveen 
Thomas A., Edison and John R. Hardin, receiver of 
the North American Phonograph Company. 


This compromise affords conclusive proof of the 
title of the North American Phonograph Company 
for the United States and Canada to the phono- 
graph and supplies therefor and to the patents and 
inventions of Thomas A, Edison relating to the 
phonograph. The original offer of compromise 
signed by Thomas A. Edison and dated December 
21, 1895 was produced by Mr. Hardin in the course 
of his testimony (Record, Hardin, Q. 72, p. 207). 
The offer of compromise was put in evidence as 
Complainant’s Exninit 40 (Record, Hardin, Q. 75, 
p. 208), and is set forth at p. 1388 of Complainant’s 
Exuisits (See also Exh., p. 157, fol. 471). 

Annexed to and forming part of Complainant’s 
Exursir 36 (Exh., p. 120), are copies of certain 
orders of the Court of Chancery of New Jersey 
which by stipulation (Record, Hardin, p. 187) are 
admitted to be true copies of said orders. By the 
first order (Exh.. fol. 400) made May 6, 1895, the 
offer of $125,000 made by Thomas A. Edison to 
the receiver of the North American 
Phonograph Company “for the balance 
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of the assets of said defendant _corpor- 
ation, remaining in his hands” (Exh., fol. 401) 


~was rejected (Exh., fol. 406). On February 15, 


1895, the receiver of the North American Phono- 
graph Company solicited bids for the property of 
the said corporation by means of a printed notice 
(Complainant’s Exutpit 16, pp. 60, 130; Record, 


. Edison, Q602, p. 104). As appears from the re- 


_tire assets of the North American Phonograph — 


citals of the order of May 6, 1895 (Exh., fol..401), 
Mr. Edison offered the sum of $125,000 for the en- 


Company not theretofore disposed of, and the re- 
‘ceiver, after notice to the creditors and stock. 
holders of the defendant company (Ex., fol. 401 

398; Record, Hardin Q81, 82, p. 210), requested 
the advice and direction of the court with refer- 
ence to Mr. Edison’s said offer. Some of the 
creditors opposed acceptance of Mr. Edison’s offer 
(Exh., fol. 402), and thereupon Mr. Edison filed a 
petition offering to waive whatever rights he might 
have acquired by the sale of certain stock of the 
Edison Phonograph Company (Exh., fol. 403). 
Finally, the Court being of opinion that the said 
pid or offer of Thomas A. Edison should not be 
accepted (Exh., fol. 405) directed the receiver not 
to accept the said bid, and further ordered that 
the receiver ‘‘proceed to procure from Mr. 
Thomas A. Edison an assignment of all of 
the patents for phonographs and _ improve- 
ments thereon and appliances therefor, which 
under the contracts between the said Edison and 
the said North American Phonograph Company 
the said Edison has agreed to assign to the said 
North American Phonograph Company” (Exh., fol. 
406), and to bring suitif necessary (Exh., fol. 407), 
and also that he ‘‘obtain from said Edison a 
formal waiver in writing of all interest derived in 
virtue of the sale aforesaid of the aforementioned 
pledgedjstock’’ (Exh., fol. 407), and to advertise 
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all of the assets of the said corporation for sale 
‘‘when he shall have obtained an assignment of 
said patents, and said waiver’’ (Exh., fol. 407). 
This order of the Court of Chancery made May 6, 
1895, induced Mr. Edison to make the offer of 
compromise. On December 26, 1895, the receiver 
obtained an order to show cause (Exh., fol. 410) 
directed to the creditors and stockholders why the 
said offer of compromise shonld not be accepted 
by the receiver. On the return day of the order 
to show cause, January 7, 1896, an adjournment 
was had for the purpose of enabling counsel to ex- 
amine the testimony taken on the trial of the 
litigations referred to in said compromise (Exh., 
fol. 425), and on January 15, 1896, all parties 
agreeing, Thomas A. Edison and the Edison 
Phonograph Works being represented by counsel 
(Exh., fol. 424), it was ordered and decreed that the 
receiver be authorized and directed to ac- 


cept said offer of compromise modified by 


the exception from the assets proposed to 
be sold of all claims against directors 
of the North American Phonograph Company 
arising out of any breach of trust or duty (Exh., 
fol. 428), and the receiver was by the order or de- 
cree directed (1), ‘‘to secure the assignment 
to himself as receiver of the North American 
Phonograph Company of the phonograph patents 
applied for subsequent to August 1, 1888 referred 
to in the bill tiled by said receiver against the said 
Thomas A. Edison in the suit known as ‘The 
Specific Performance Suit’ (Exh., fol. 428); (2) 
‘*to secure the assignment to the Edison Phono- 


graph Company of all Phonograph patents applied — 


for on or before August 1, 1888,” (Exh., fol. 429); 
(3) to ‘tsecure the assignment by the said Edison 
Phonograph Company to himself as receiver of the 
North American Phonograph Company of all such 
patents applied for subsequent to August 1, 1888, 
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and heretofore assigned to it by Mr. Thomas A. 
Edison or the said North American Phonograph 
Company”’ (Exh., fol. 429); (4) ‘‘to enter orders 
dismissing the appeals of the said Thomas A. 
Edison from the decision of the said receiver, 
overruling the claims of the said Thomas A. Edison 
against the said North American Phonograph 
Company for royalties under the contracts between 
said Edison and the said North American Phono- 
graph Company (Exh., fol. 430); (5) ‘‘to secure 
from Thomas A. Edison a release of his ciaim for 
damages for breach of contract between the said 
North American Phonograph Company and the 
said Edison Phonograph Works’’(Exh., fol. 430) (6) 
‘**to enter final decree for injunction as prayed for 
in the cause in this court instituted by the said 
receiver against the said Edison Phonograph 
Works, known as the ‘Injunction Suit’ (Exh., 
fol. 431), (7) ‘‘to secure from the said Edison 
Phonograph Works a release of the claim of the 
said Edison Phonograph Works against the said 
North American Phonograph Company for dam- 
ages for breach of contract’’ (Exh., fol. 431) (8) 
“discontinue, after procuring the assignment of 
patents above referred to, the said 
suit known as the ‘Suit for Specific 
performance’? (Exh., fol. 431); (9) ‘‘to re- 
cognize the validity of the note dated New 
York, April 1, 1892 and secured by the pledge of 
the stock of the Edison Phonograph Company 
* * * and of the pledge of stock of the Edi- 
son Phonograph Company to secure the same, and 
to admit the said Thomas A. Edison’sclaim against 
the said North American Phonograph Company 
as first proved before said receiver (and overruled 
by him) adding the $10,000 deducted on said proof 
by reason of the amount realized at the so-called 
court-house sale of the Edison Phonograph Com- 
pany’sstock * * * said sale having been 
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waived by the said Edison’’ (Exh., fols. 432, 431); 
(10) ‘‘that the orders and decrees necessary * 
* * be entered’’ (Exh., fol. 436); (11) ‘that the 
said Receiver do on the execution, delivery and 
entry of the above releases, assignments and or- 


ders forthwith advertise the sale of the entire as-_ 


sets of the North American Phonograph Company 
except the claims against the directors of said 
corporation for any breach of trust or duty’’(Exh., 
fol. 436); (12) the order furthermore contains spe- 
cific directions with reference to the manner of 
selling the assets of the North American Phono- 
graph Company, which directions had previously 
been specified also in Mr. Edison’s written offer 
of compromise (Exh., fols. 437, 417). The stock of 
the Edison Phonograph Company was to be put 
up separately and the sale stayed at the highest 
bid; the remaining assets were then to be put up 
and the sale stayed at the highest bid; then the 
entire assets, inclusive of the Edison Phonograph 
Company’s stock, were to be put up and the 
sale stayed at the highest bid. If the ag- 
gregate of the highest first and second bids should 
be higher than the highest third bid, the highest 
first and second bids were to be accepted (Exh., fols. 
438, 417). 

Thus we have Mr Edison's offer of compromise 
made on behalf of himself, the Edison Phono- 
graph Works and the Edison Phonograph 
Company and the acceptanc of the offer of com- 
promise made by receiver of the North American 
Phonograph Company together with the sanction 
and decree of the Court of Chancery of New Jersey. 

The receiver, Mr Hardin, testifies as follows 
(Record, Hardin, p. 198): 


Q43. Andthat order of January 15, 1896, 
js said Exursir BK, is it not? A. That Ex- 
HiBIt E is a copy of that order. 
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Q44. Did youin compliance with said order 
of which ExuipirT E is a copy, accept the said 
offer of compromise made by said Thomas A. 
Edison? A. That order was in all respects 
complied with by me. 

Q45. The offer of compromise then was 
_accepted? A. It was; the things required to 
be done by Mr. Edison and by the Edison 
Phonograph Company and by the Edison 
Phonograph Works and by the receiver were 
all done. 


Furthermore, the evidence in the case estab- 
lishes that the things required to be done by the 
said order were in fact done. (1) Thomas A. Ed- 
ison, on January 16, 1896, did assign to the re- 
ceiver ‘‘by virtue of agreement of compromise’’ 
the phonograph patents for improvements in pho- 
nographs and related subjects applied for subse- 
quent to August 1, 1888 (Complainant’s Exurbir 
115, p. 399; Record, Hardin, Q46 to 49 p. 198; 
Q103, p. 219; Randolph, XQ 281, p. 250; Gil- 
more, Q404, p. 486, Q. 485, p. 616, p. 620). Fur- 
thermore, the identical patents assigned by Edison 
to the receiver as set forth in Exnipir 115 were 
subsequently, on October 5, 1896, assigned by the 
receiver to this defendant, National Phonograph 
Company (Complainant’s Exursir 33, p. 104, Rec- 
ord, Randolph, p. 182). (2) Thomas A. Edison did 
by virtue of the agreement of compromise assign 
to the Edison Phonograph Company all phono- 
graph patents applied for on or before August 
1. 1888 Record, Hardin, Q°4, p. 201; Com- 
plainant’s Exurpir 116, p. 402; Record, p. 
620 and references cited under (1). (3) The 
Edison Phonograph Company did on January 16, 


1896 ‘“‘by virtue of an agreement of compromise’’ 


assign to the receiver all phonograph patents 
applied for subsequent to August 1, 1888 and 
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theretofore assigned to it by either Thomas A. 
Edison or the North American Phonograph Com- 
pany (Record, Hardin, Q56 to 58, p. 201; Com. 
plainant’s Exuipir 114, p. 396; Record, p. 620, 
and references cited under (1); see also Complain- 
ant’s Exuipit 123, p. 415; Record, p: 621). 
Farthermore, the identical patents, applied for 
subsequent to August 1, 1888, and assigned by the 
Edison Phonegraph Company to the receiver, 
were subsequently, on October 5, 1896, assigned 
by the receiver to this defendant, National Phono- 
graph Company (Complainant’s EXHIBIT 32, p. 


.102; Record, Randolph, p. 182). (4) Orders dis- 


missing appeals of Edison from the decision of the 
receiver overruling the claims of Edison for roy- 
alties were entered (Record, Hardin, Q 59, 60, p. 
202). (5) Edison executed a release of his claim 
for damages (Record, Hardin, Q60, p. 202; Q76 
to 78, p. 208). (6) The final decree for injunction 
against the Edison Phonograph Works in the suit 
known‘as the injunction suit brought by the re- 
ceiver was entered (Record, Hardin, Q 63, p. 202; 
Complainant’s EXHIBITS 38 and 39, pp. 155, 156; 
Record, pp. 203, 204). (7) The Edison Phonograph 
Works executed a release of its claim against the 


‘North American Phonograph Company for dam- 


ages for breach of contract (Record, Hardin, Q79, 
80, p. 209). (8) After the procuring of the assign- 
ments of patents above referred to the suit known 
as the suit for specific performance was discon- 
tinued on January 21, 1896 (Complainant’s Ex- 
HIBIT 41, p. 158; Record, p. 223). (9) The valid- 
ity of the note and of the pledge of stock was rec- 
ognized and Mr. Edison’s claim against the North 
American Phonograph Company was admitted as 
first proved (Record, Hardin, Q 109, p. 221; Com- 
plainant’s Exursit 101, p. 372; Record, pp. 220, 
504). A formal waiver in writing waiving the 
court-house sale was executed by said Edison as 
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recited in the order (Record, Hardin, Q146, p. 
231, where the waiver itself, being Complainant’s 
EXHIBIT 43, is set out). (10) The necessary 
orders and decrees were entered as above 
shown. (11) On the execution, delivery and 
entry of the above releases, assignments and 
orders the receiver did on January 20, 1896, 
advertise the sale for February 8, 1896, of the 
entire assets of the North American Phonograph 
Company except the claims against the directors 
of said corporation for any breach of trust or 
duty (Record, Hardin, Q118, p. 224; Q84, p. 


211; Complainant’s Exuipir 36, Exurpit F, p._ 


148). The property of the North American Phon- 
ograph Company was according to the advertise- 
ment offered forsale by the receiver ‘‘subject to 
all claims and litigations affecting the property to 
be conveyed’’ (Exh., fol. 457, 394). (12) The 
specific directions of the order and of the offer of 
compromise as to the manner in which the assets 
of the North American Phonograph Company 
should be sold by the receiver were carried out 
(Kecoid, Hardin, Q384, p. 210; Complainant’s 
EXHIBITS 24 and 25, pp. 76 and 78; Record Edi- 
son, pp. 119, 120). 


Thus by the compromise between Edison. and . 


the receiver every question with reference to the 
rights of the North American Pionograph Com- 
pany arising out of the contracts made with and 
between EHdison, Lippincott, Edison Phonograph 


Company and Edison Phonograph Works was put 


at rest. ‘he rights of the North American Phon- 
ograph Company were by the compromise en- 
forced against Edison, Edison Phonograph Com- 
pany and Edison Phonograph Works. The owner- 
ship by the North American Phonograph Company 
of the entire capital stock of the Kdison Phono- 
graph Company was conceded, subject only to the 
lien of_a note made in 1892 subsequent to the 
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6, p. grant of rights by the North American Phono- 
lant’s graph Company to complainant’s predecessors in 
SSZ~y 1888 and 1889. The right and title of the Edison 
above Phonograph Company to all the patents of Thomas 
and _ ~ A. Edison relating to the phonograph applied for on 
and ' orprior to August 1, 1888, was established and per- 
1896, hn wal *" fected. The right of the North American Phono- 
{ the graph Company to all patents of Thomas A. Edison 
Pith relating to the phonograph applied for subsequent 
CLOrs to August 1, 1888, was likewise established, and 
st or perfected up tothe time of the compromise. All 
t, Pp. claims for royalties and for damages for breach of 
F, p.. contract were abandoned by Edison, Edison 
*hon- Phonograph Company and Edison Phonograph ' 
rtise- Works. Asa result of the compromise, the con- . 
ct to tract rights of the North American Phonograph : 
‘ty to Company were made perfect. The value and ex- 
The tent of those rights appear from the final decree 
fer of \ for injunction and the injunction itself (Com- | 
IS3CS plainant’s Exursits 38 and 39, pp. 155, 156) in 
pany the suit of Hardin, Receiver, against the Edison ; 
L out Phonograph Works and Edison, entered by con- 
ant’s ree S sent as part of the compromise. Prior to thecom- 
Edi- T a promise the Edison Phonograph Works stated, in 
; fod a letter dated July 25, 1895, to Mr. Hardin, re- { 
| arrd - ceiver, that it intended to manufacture and sell 
o the phonographs to the public generally (Record, 
Com- Hardin, Q136, p. 228, where the letter forming 
band Complainant’s Exurpir 42 is set forth). There- 
raph upon, and within a day or two after receipt of the . 
bot letter, suit was filed by the receiver in Chancery 
houn- against the Edison Phonograph Works (Record, 
cael 5 ' Hardin, Q'37, p. 229), and a motion for prelimin- 
Com- ary injunction was made, which, after contest, was 
hecadsia granted (Complainant’s Exuipir 127, p. 440). It 
ir is the final decree for injunction, however, which 4 Le 
1nd determines the extent of the rights of the North Pes 
> the : . American Phonograph Company. Those rights, it oe 
the r a f is asserted, extend in perpetuity, and the final Ja. § 44 
a x i 
ae + 
_ ; 
4 ' 
wo \ 
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decree for injunction enjoins the Edison Phono- 
graph Works in perpetuity ‘‘from manufacturing 
phonograph appliances and supplies therefor for 
use within the United States and Canada for 
parties other than the North American Phono- 
graph Company or its receiver, and from selling 
phonograph appliances and supplies therefor 
to any other person or persons or corporations for 
use or sale within the United States and 
Canada other than to the said North 
American Phonograph Company and the said 
Receiver’? (Exh., fol. 465), and the injunction 
issued in accordance with the order enjoins the Ed- 
ison Phonograph Works, its officers, agents and 
employes that they and each of them ‘‘do from 
henceforth and forever absolutely desist and re- 
frain from manufacturing phonographs, appliances 
and supplies therefor for use within the United 
States and Canada for parties other than the 
North American Phonograph Company, etc.’’ 
(Exh., fol. 469). 


(ec) Title of New York Phonograph Company 
derived from the North American Phonograph 
Company. : 


The validity and scope of the contracts whereby 
New York Phonograph Company obtained from 
the North American Phonograph Company the 
sole and exclusive right to sell and to use within 


the State of New York phonographs and phono- 


graph supplies for such period of time as the 
North American Phonograph Company had 
the right to grant have already been passed upon 


_in prior adjudications, as above shown. On Oc- 


tober 12, 1888, the North American Phonograph 
Company granted to the Metropolitan Phonograph 
Company, one of complainant's two predecessors, 
the rights for some of the counties of the State of 
New York (Complainant’s Exutpir 50, p. 264; 


| 
| 
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Record, Haines, Q24, p. 299; Q31, p. 301; Q53, 
p- 304; Lombard, Q59, 60, p. 524; Q65, 66, p. 
525; Q111, p. 545; XQ387, p. 589). 

On February 6, 1889, the North American ho- 
nograph Company granted to complainant’s pre- 
decessor, The New York Phonograph Company, 
through John P. Haines, the rights for the rest of 
the counties of the State of New York (Com- 
plainant’s Exuisit 49, p. 263; Record, Haines, 
Q3 to 15, p. 296; XQ241 to XQ285, p. 249; 
Lombard, Q58 to 60, p. 524; Q111, p.545, XQ337, 
p. 589). With the consent of the North 


‘American Phonograph Company, the Metro- 


politan Phonograph Company and The New 


York Phonvgraph Company consolidated to 
. form complainant, New York Phonograph 


Company, and on July 1, 1898, the North 
American Phonograph Company formally ratified 
the consolidation of complainant’s predecessors 
into a single corporation (Exh., fol. 199; Walcutt’s 
Deposition, Q22, 23), and ratified and confirmed 
the contracts of October 12, 1888 and February 6, 
1889 and of June 13, 1889 and June 23, 1890, 
(Exh., fol. 210). As above shown, under 
paragraph tenth of the foregoing part of this brief 
dealing with ‘Prior Adjudications,’’ the contract 
of July 1, 1893, was established and enforced by 
New York Phonograph Company in the proceed- 
ing brought by New York Phonograph Company 


.against John R. Hardin, receiver of the North 


American Phonograph Company, wherein the said 
receiver was, after contest, directed to pay to 
New York Phonograph Company the sum of 
$1,600, being the royalty of ten per centum on 
sales of phonographs and phonograph supplies by 
the receiver within the State of New York from 
the time of his appointment, August 21, 1894, to 
the time when he discontinued the making of sales 
upon sale of the assets of the North American 
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Phonograph Company on February 8, 1896. As 
pointed out in the said tenth paragraph, Thomas 
A. Edison and National Phonograph Company were 
represented in the said proceeding by their counsel, 
who, on behalf of Thomas A. Edison and. National 
Phonograph Company, consented to the making 
of the order finally directing the receiver to pay 
the said sum of $1,600. Mr. Edison testifies (Re- 
cord, Edison Q363 to 367, p. 60) that he was 
president of North American Phonograph Com- 
pany for at least one year prior to the time when 
the company went into the hands of a receiver, 
and that during his presidency the North Ameri- 
can Phonograph Company entered into contracts 
with the local companies whereby the North Amer- 
ican Phonograph Company obtained the right fora 
period of two years to do business within the ter- 
ritory of the local companies. The localcompanies 
gave to the North American Phonograph Company, 
Mr. Edison testifies, the right to sell phonographs 
and phonograph supplies embodying the Edison 
inventions within their territories for a period of 
two years. Such contracts were made witha number 
of the local companies (Record, Edison Q654, p.115). 
Mr. Edison states that the reason why the North 
American Phonograph Company made such con- 
tracts with the local companies was ‘‘we wanted to 
get the right from these local companies to permit 
that’? (Record, Edison, Q655, p. 115). John P. 
Haines, president of complainant who executed 
the contract of July 1, 1893 with the North Ameri- 
can Phonograph Company at the time when Mr. 
Edison was president, testifies to the execution of 
the contract (Complainant’s ExuiBiT 22, p. 65; 
Record, Haines, Q85 to 129, p. 309), to the trans- 
actions had between New York Phonograph Com- 
pany and the North American Phonograph Com- 
pany in the carrying out of thecontract, and to the 
enforcement of the contract by New York Phono- 
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graph Company against the receiver of the North 
American Phonograph Company. Thomas R. 
Lombard, who was the first president of the North 
American Phonograph Company (Record, Lombard, 
Q11, p. 510), and subsequently the vice-president 
and acting president of the company (Record, 
Lombard, Q11, p. 510; Q97, p. 540) and sub- 


’ sequently general manager of the company (Record, 


Lombard, Q87, p. 533, at p. 537) testifies that 
during the presidency of Mr. Edison and at the 
request of Mr. Edison, he undertook with Mr. 
Tate ‘‘a tour all over the United States, going to 
the various local companies and getting them: to 
sign an agreement turning this territory into us, 
and Mr. Edison was very much pleased with the 
whole plan *. * * and it was recommended 
that he should give us a letter to carry with us, 
signed by him personally, requesting them to do 
this, and Mr. Tate and myself made the trip and 
carried the letter and saw these people’? (Record, 
Lombard, Q87, p. 533 at p. 536). Complainant’s 
EXHIBIT 22, being the contract of July 1, 1893, 
sets forth the agreement, Mr. Lombard testifies, 
(Record, Lombard, Q99, p. 540) which the North 
American Phonograph Company made with the 
local companies. : 

Mr. Edison promised an improved machine, which 
he failed to give, as an inducement to the local 
companies to the making of said contracts (Record, 
Lombard, Q 108, p. 544), and as an additional in- 
ducement, the North American Phonograph Com- 
pany, through Mr. Edison, offered ‘‘that manufac- 
turing clause that had been given tothe New 
York and the New England, although | always 
contended that they had all the rights by one of 
the clauses that was in all the contracts, and so 
we offered to give them that agreement in the con- 
tract taking over the territory, so they should 
have the same rights that any other company 
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had’’ (Record, Lombard, Q 111, p. 545). It is not 
necessary further to follow the recognition of the 
rights of the local phonograph companies by the 
North American Phonograph Company, acting 
through its President, Thomas A. Edison, in the 
making of the so-called snspension agreements in 
the year 1893, whereby the North American Pho- 
nograph Company secured from most of the local 
phonograph companies, including complainant, the 
right to do business for a period of two years 
within the respective territories of the local com- 
panies. 

Defendant’s witnesses, William Fahnestock, 
one of the first trustees of complainant and of 
one of its predecessors, and continuously an officer 
of complainant (Record, Fahnestock, Q 3, p. 2) 
and Cleveland Walcutt, who was connected 
with the North American Phonograph Company 
from the time of its incorporation down to the 
time it went into the hands of the receiver in 
August, 1894, being at first accountant and 
cashier, until about January 1, 1891, after which 
time he became the official secretary of the com- 
pany, and continued in that position for the bal- 
ance of the time (Waleutt’s Deposition, Q 16) 
both testified to the making of the contract of 
July 1, 1893, Complainant's Exursrr 22 (Record, 


‘Fahnestock, XQ152 to 184, p. 79; Waleutt's 


Deposition, Q22, 23), and to the transactions 
had between the North American Phonograph 
Company and complainant under and by virtue of 
the contract. 

It is not necessary to analyze the contract of 
February 6, 1889 (Complainant’s Exuipit 49, pp. 
263, 233) and of October 12, 1888 (Complainant’s 
Exursit 50, p. 264) to show that the rights thereby 
granted to complainant’s predecessors were exclu- 
sive. That question was exhaustively argued be- 
fore Judges Gray and WukeELer, and Judge 
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WHEELER, who, upon demurrer, had the contracts 

of February 6, 1889 and October 12, 1888 before 

him, held that ‘‘a summation of the bill and of 

contracts referred to in it set forth on oyer, and 

—< almitted by the de nurrer, shows that the plain- 
. tiff is an exclusive licensee for the use and sub-let- 


i 
i 
d ting of phonographs and sale of appliances there- 
for, covered by numerous Edison patents through- 
w 4 . out the State of New York, to be made and 
supplied by the licensors who were the owners 
thereof.’”’ The contracts themselves contain the 
express covenants that the North American Phono- 
graph Company ‘‘will grant no other similar rights 
or any rights for the use of the phonograph or 
_phonograph-graphophone, or phonographic or 
phonograph-graphophonic appliances for the for- 
going territory or any part thereof while this 
agreement shall remain in force’? (Exh., fols. 705, 
4 799). The North American Phonograph Company 
~ a covenanted to prosecute, upon receipt of notice j 
a from complainant’s predecessors, all infringers { 
4 within the State of New York (Exh., fols. 719, ‘ 
. 813). Not unless, after January 1, 1890, there 
4 = should be within the State of New York a demand 
3 “ J for phonographs, etc., not met by complainant, 
‘ and not unless North American Phonograph Com- 
pany gave written notice thereof to complainant, 
and not unless complainant neglected within thirty 
days thereafter to meet said demand, could the 
North American Phonograph Company supply 
said demand within the State of New York, and 
then only to the extent of such de- 
fault, and ‘‘provided that course shall not 
interfere with the delivery to the party of the sec- 
ond part of the instruments, etc., under the terms . 
of this agreement’’ (Exh., fols. 723, 816). The ; 
{ 
| 
| 
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contracts recite that the North American Phono- 

graph Company owned the exclusive right to use 
< the inventions of Edison and others relating to the 
"" . 
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phonograph (Exh., fols. 700, 794), and that com- 
plainant’s predecessors desired to obtain such ex- 
clusive rights-.for the State of New York (Exh., 
fols. 703, 796). The preliminary injunction already 
granted in other suits and the decisions of the 
courts upon demurrer settle the question of com- 
plainant’s right to injunctive relief without fur- 
ther pursuing this subject. For theserights, com- 
plainant’s predecessors paid under the contract of 
February 6, 1889, the sum of $125,000 in cash 


(Exh., fol. 703) and $250,000 in full paid capital 


stock (Exh.,-fol. 739), and under the contract of 
October 12, 1888, the further sum of $100,000 in 
cash (Exh., fol- 798) and $250,000 full paid capital 
stock (Exh., fol. 834). Under the contract of Feb- 
ruary 6, 1889, it was provided: ‘‘First. The 
rights hereby granted shall remain in force and this 
agreement shall continue until the sixth day of 
February, A. D., 1894, and for such further period 
as hereinafter provided’’ (Exh., fol. 704). In 
paragraph ‘‘fifteenth’’ of the same contract, it was 
provided that complainant’s- predecessor should 
deposit one-fifth ($250,000) of its full paid capital 
stock in an approved trust company of the City of 
New York for delivery at the expiration of five 
years from the date of the agreement to the North 
American Phonograph Company or to Lippincott, 
trustee, and ‘‘that in the event of such deposit 
and upon due notice in writing to the party of the 
first part of such deposit of said shares with said 
trust company as aforesaid, the party of tha 4irst. 
part shall forthwith deliver to the said trust com- 
pany a license to the party of the 
second part, similar in form to _ the 
license herein granted, for a further period from 
the expiration of five years from the date of 
this agreement, viz.: until the 26th day of March, 


1903, and for such further time, at the option of 


the party of the second part, as the party of the 
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Jjirst part may be authorized to extend such license 
as aforesaid’ (Exh., fol. 740). Similar provi- 
sions are to be found in the first and fifteenth 
paragraphs of the contract of October 12, 1888 
(Exh., fols. 798, 834). As appears from Complain- 
ant’s Exurpits 47 and 51 (Exh., pp. 283, 252 
and 264, 282) the rights of complainant’s prede- 
cessors were extended in accordance with the pro- 
visions of the fifteenth paragraphs of the contracts 
of February 6, 1889, and October 12, 1888. John 


P. Haines, president of complainant, testified to . 


the execution of Complainant’s Exuispits 47 and 
51 (Record Haines, Q42 to 67, p. 302; see also 
Bush, Q142 to 146, p. 292; Haines, XQ305 to 
364, p. 356, and XQ365 to 368, p. 365; Lombard, 
Q58 to 60, p. 524; Walcutt’s Deposition, Q22). 
The agreement extending the license of complain- 
ant’s predecessor, The New York Phonograph 
Company, is dated June 13, 1889 (Exh., fol. 754), 
and prefixed thereto and forming part thereof is a 
copy of:the contract of February 6, 1889 (Exh., 
fol. 698). The agreement extending the license of 
complainant's predecessor, Metropolitan Phono- 
graph Company, is dated June 23, 1890 (Exh., 
fol. 845), and prefixed thereto and forming part 
thereof is a copy of the contract of October 12, 
1888 (Exh., fol. 792). The said agreements of 
June 13, 1889, and June 23, 1890, extending com- 
plainant’s license, recite and acknowledge the de- 
posit of $500,000 of the full paid capital stock of 
complainant’s predecessors (Exh., fols. 763, 776 
and 857, 869). The agreement of June 13, 1889, 
recites that complainant’s predecessor, The New 
York Phonograph Company, had succeeded to the 


tights of John P. Haines, as provided for 


in. the agreement of February 6, 1889 
@¢Exh., fol. 764). Both the agreements ex- 


_ tending license, quote the fifteenth paragraphs 
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of the contracts of Feb-nary 6, 1889 and October 
12, 1888, and provide in conformity therewith that 
on the 6th day of February, 1894 in the one case, 
and the 12th day of October, 1893 in the other case 
‘said Central Trust Company of New York shall, 
without further direction from the parties hereto, 
or either of them, and without other act or further 
consideration, deliver and transfer to said Jesse H. 
Lippincott, trustee, or his successor said 2,500 
shares of stock, and shall at the same time. deliver 
to the party of the first part and to the party of 
the second part hereto, each one copy of this 
agreement or extended license, which is executed 
and deposited in duplicate, this day with said 
Central Trust Company of New York’’ (Exh., 
fols.. 766,857). Hence the rights of complainant's 
predecessors became extended in accordance with 
the provisions of the original contracts of February 


°6, 1889 and October 12, 1888 ‘‘until the 26th day ~ 


of March, 1903, and for such further time at the 
option of the party of the second part as the party 
of the first part may be authorized to extend such 
license as aforesaid’? (Exh., fols. 741, 835). As 
above shown, complainant’s predecessors, with the 
consent of the North American Phonograph Com- 
pany, consolidated to form complainant (see also 
Complainant’s ExuHIBit 52, p. 291; Record, Haines, 
p. 306; Q70 to 84, p. 307; XQ369 to 386, p. 365; ; 
RDQ426 to 431, p. 378). 

The extended rights of complainant were recogniz- 
ed in the proceeding brought by complainant 
against Hardin, receiver of the North American 
Phonograph Company, in the Court of Chancery of 


New Jersey. Mr. Hardin wasappointed receiver | 


on August 21, 1894. Had the rights under_the - 
contract of February 6, 1889 not been extended, 
they v would have expired on February 6, 1894, 
before. Mr. Hardin became receiver. In like 
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manner, had not the rights under the contract 
of October 12, 1888, been extended, they 
would have _ expired —on__October_12, 1893. 
Mr. Hardin, receiver, was by the order of 
the Court of Chancery directed to pay New York 
Phonograph Company the sum of $1,600, being, 
as above shown, ten per centum on sales of phono- 
graphs and phonographic supplies made by him 
as receiver within the State of New York between 
the time of his appointment, Angust 21, 1894, and 
the sale by him of the assets of the North American 
Phonograph Company on February 8, 1896. 
Furthermore, by the contract of July 1, 1893, the 
North American Phonograph Company recognized 
the extended rights of complainant for the reason 
that by the contract of July 1, 1893, the North 
American Phonograph Company acquired from 


complainant the right to do business within the 


State of New York for two years, terminating 
July 1, 1895. Indeed, on October 9, 1896, the 
successors of the North American Phonograph 
Company, to wit.: Thomas A. Edison, Edison 
Phonograph Works and the National Phonograph 
Company, expressly acknowledged the extended 
rights of complainant. On that date. National 
Phonograph Company, through its treasurer, John 
F. Randolph, and Edison Phonograph Works, 
through its president, Thomas A. Edison, and this 
complainant, New York Phonograph Company, 
filed their two joint bills of complaint in the office 
of the clerk of this court against Edward D. 
Easton and the Columbia Phonograph Company, 
alleging the issue to Edison of ten certain letters 
patent of the United States covering inventions 
relating to the phonograph and phonograph 
supplies, and alleging infringement thereof by the 
deféndants within the southern district of New 
York (Complainant’?s Exurpits 10 and 11, pp. 37, 
50, and fol. 134). These two bills of complaint 
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were signed by Mr. Edison as president of Edison 
Phonograph Works (Record, Edison, p. 100, Q583 
to 586, p. 101), and by John F. Randolph, as 
treasurer of National Phonograph Company 
(Record, Randolph, Q87, p. 167 and Q94, p. 166). 
The truth of the two bills was sworn to by Mr. 
Randolph as treasurer of National Phonograph 
Company (Exutsit, fols. 147, 156). Each of the 
bills made the following allegations: 


‘*Your orator, National Phonograph Company, 
soows that by virtue of a certain assigumenut in 
writing, dated the Sth day of October, 1896, it 
became, has ever since been, and now is, possessed 
of the full and entire right, title and interest in 
and to each and all of the aforesaid letters pat- 
ent save as hereinafter set forth, together with 
any and all right or rights of action, claims and 
demands whatsoever for damages or profits, or 
both, accruing under the same subseqnent to the 
16th day of January, 1896, with full right to sue 
upon and collect the same for its own use and be: 
hoof. 

‘“*Your orator, Edison Phonograph Works, 
shows that prior to the performance of the acts 
hereinafter complained of, it became, has ever 
since been, and now is, vested with the sole and 
exclusive right, liberty and license fo manufacture 
uoder each and all of the letters patent afore- 
said. 

‘Your orator, New York Phonograph Com- 
pany, avers that prior to the performance of the 
acts hereinafter complained of, it became, has 
ever since been, and now is, vested with the sole 
and exclusive right, liberty and license to sell, 
within the State of New York, the several de- 
vices covered by said letters patent. . 

‘‘Your orators, National Phonograph Company 
and Edison Phonograph Works, therefore show 
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unto your Honors that prior to the performance of 
the acts hereinafter complained of, they became, 
have ever since been, and now are, possessed of 
the full and entire estate under the said several 
letters patent within said district, save and ez- 
cept in so far as the same may be affected by the 
claim of your orator, New York Phonograph 
Company, of the right to sell devices manufac- 
tured under said letters patent.”’ 

Complainant’s rights were extended as above 
shown ‘for a further period from the expiration of 
five years from the date of this agreement, viz., 
until the 26th day of March, 1903, and for such 
further time, at the option of the party of the 
second part, as the party of the first part may be 
authorized to extend said Jicense, as aforesaid.’* 
The date of March 26, 1903, is utterly immaterial 
as regards the rights of the North American 
Phonograph Company and of complainant to the 
sale and use of phonographs and phonograph sup- 
plies. That date had reference solely to the rights 
of Lippincott and the North American Phono- 
graph Company to the graphophone and grapho- 
phonic supplies. Lippincott’s original agreement 
with the American Graphophone Company was 
dated March 26, 1888, and extended for fifteen 
years, until March 26, 1903, under the said orig- 
inal agreement (Exh., fol. 536). Subsequently, 
and on August 6, 18388, by supplemental agree- 
ments with the American Graphophone Company, 
the rights of Lippincott in regard to the grapho- 
phone were enlarged (Exh., fols. 665, 626). It is 
not necessary, however, to discuss the rights of 


the North American Phonograph Company and of. 


complainant with reference to the graphophone. 
it is enough at the present time to point out 
that the date of March 26, 1903, had reference 
solely to the rights 6f the North American Phono- 
graph Company and of complainant in the 
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a ed graphophone. The rights of the North American 
s Phonograph Company in the phonograph as above 
shown included all the patents of Thomas A. 
Edison applied for on or before August 1, 1888, 
q and all the patents applied for at any time within — 
@ fifteen years subsequent to Angust 1, 1888, and 
a tN also all the inventions of Thomas A. Edison re- 
I on \ “|. Jating to the phonograph made within said periods 
~ 3 ey of time. Those patents relating to the phonograph 
{ | are numerous and they have not expired. Com- 
plainant’s rights, therefore, continue during the 
i life of the patents, as the Circuit Court of Appeals 
. held in the Rahley suit, supra, and 122 Fed., 623. 
4% Furthermore, the arrangement made between the 
ay \! North American Phonograph Company and the 
“a Edison Phonograph Works was to continue in per- 
. } lb 2 eh, the injunction obtained by the re- 
vf 


ae 


ceiver against the Edison Phonograph Works is 
in perpetuity (Exh., fols. 465, 469), and 
as a clear consequence the grant of right 
‘Ss to complainant for the State of New York was 
is one in perpetuity as to phonographs and supplies 
i manufactured by the Edison Phonograph Works, j 
which corporation, as above shown, has as against | 
Edison and the Edison Phonograph Company the \ 
a exclusive right in perpetuity to manufacture. The 
a correctness of this proposition is established by 
. the decisions of the Circuit Court and the Court of 
Appeals in the case of Columbia Phonograph 
Company v. Rahley, cited, supra. The order 
granting a preliminary injunction was affirmed 
May 5, 1905, and a certified copy of the order for 
preliminary injunction herewith submitted to the 
court, together with the certificate of the clerk, 
ee dated January 16, 1904, shows ‘‘that said order 
e has not been changed or modified by any further 
order of the court, passed in the said case.’’ 
| I; For the rights purchased by complainant through 
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pela; $225,000 in cash ae $500, 000 in full paid 


American — "to ar through its 
predecessors was substantial, and such as the courts 
have already held will be enforced against those 
acting under the original licensors. 

For the phonograph alone, Lippincott and the 
North American Phonograph Company paid to 
Edison and his associates the sum of $600,000 in 
cash (Record, Lombard, Q131, 132, p. 551), and 
in addition the North American Phonograph 
Company made with Edison and the Edison Phon- 
ograph Works the two contracts of August \, 1888, 


wherein the right to manufactur 


sell for export were give erpetuity exclusivel 
to Edison _and the Kdison Phonograph Works, 
The rights for which these enormous sums were 
paid are rights which endure and are rights which 
should be enforced in the interest of justice by a 
court of equity against those persons to whom such 
enormous sums and considerations were paid and 
given. When, on October 12, 1888, complainant's 
predecessor offered $100,000 in cash and $250,000 
in its full paid capital stock for the rights for the 
metropolitan district in the State of New York, it 
requested perfect assurance from all parties inter- 


‘ested that the grant of right toit by the North 


American Phonograph Company should be perfect 
and without a flaw. Therefore, what Mr. Edison 
(Record, Edison, Q746 to 750, p. 139; Q766, 
767, p. 144; Q371, p. 61) called the ‘‘rownding- 
up’? contract was, on October 12, 1888, executed. 


(d) Title of New York Phonograph Company 
as shown by the ‘‘rounding-up’’ contract. 

Mr. Edison testified (Record, Edison Q.255 to 
260, p. 41) that he made an agreement with Lip- 
pincott and that Lippincott was to forma .com- 
pany or had formed a company; that before he 
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dealt with Lippincott, Lippincott had acquired 
certain interests in the graphophone; that he 
understood that Lippincott’s object was to forma 
company, namely: The North American Phono- 
graph Company, which would possess the conflict- 
ing rights existing at that time in regard to the 
phonograph and the graphophone; that he, Mr. Edi- 
son, understood that that was the object of the 
formation of the North American Phonograph 
Company; and then Mr. Edison testified by ques- 
tion and answer as follows: 


Q259. You co operated with Lippincott to 
that end, didyounot? A. J only co-operated 
to the extent of selling my rights, whatever I 
had. 
~ Q260. Whatever rights you had relating 
to the phonograph and supplies therefor you 
sold? A. Whatever rights I could convey, 
to the best of my recollection. 


The material contracts, by which Mr. Edison co- 
operated with Lippincott to the extent of selling 
whatever rights he had relating to phonographs 
and supplies therefor, have above been re- 
ferred to. In the rounding-wp contract 
of October 12, 1888 (Complainant’s Ex- 
HIBIT 7, p. 21; Record, Edison Q515 to 551, p. 
88; Lombard Q57 to 66, p. 524; Bush, Q40 
to 49, p. 272; Haines, Q175 to 177, p. 335), 
said material contracts are recited in an agreement 
made by and between Thomas A. Edison, Edison 
Phonograph Company, Edison Phonograph 
Works, wniting as parties of the first part, the 
North American Phonograph Company, party of 
the second part, and Jesse H. Lippincott, party 
of the third part. The making of the contracts of 
June 28, 1888, between Edison and Lippincott; of 
October 28, 1887, between Edison and the Edi- 
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uired son Phonograph Company; of August 1, 1888, 
it he between Edison and the North American Phono- 
ori a graph Company and Lippincott; of August 1, 
hono- 1888, between the North American Phonograph | 
ntlict- —_ - Company, Lippincott and the Edison Phonograph 
» the ; ‘ Works; of July 18, 1888, between Lippincott and 
:. Edi- the North American Phonograph Company; of 
f the me 4 July 17, 1888, between Edison and the Edison 
zragh Phonograph Company; and of October 10, 1888, 
qnes- betweed Edison, Lippincott, North American 
Phonograph Company and Edison Phonograph 
ott to ’ Works, is recited (Exh., fols. 64 to 70). Itis also 
ae recited ‘‘that Jesse H. Lippincott has made the 
amt payments referred to in said agreement with 
” Thomas A. Edison above mentioned dated June 
doe 28, 1888” (Exh., fol. 66) and that “Thomas A. 
yon Edison and Jesse H. Lippincott have severally 
neey performed all of their respective promises con- 
: tained in the above mentioned agreement dated 
- June 28, 1888, and have released each other from i 
m co- any and all further obligations under the i 
‘ling said agreement” (Exh., fol. 67). It is further re- 
raphs. is \ cited that ‘‘Jesse H. Lippincott * * * didsell 
1 re- ; , transfer and confer to and upon the North Ameri- ‘ 
itract 4 P| can Phonograph Company, all the rights which he 
Ex- , then had or might thereafter acquire to use i 
1, p. ; the patents and inventions of Thomas A. Edison 
QO relating to phonographs, and all rights and in- 
335), terests which he then had or might thereafter ac- 
ment quire in the patents of Thomas A. Edison, and any 
dison re-issue and extension thereof, and all rights 
graph which he had acquired as well asall the rights which 
, the were agreed to be conferred upon the North 
ty of American Phonograph Company by a certain 
party ; agreement between Thomas A. Edison and Jesse 
"ts of H. Lippincott, dated June 28, 1888, and all the 
dha stock of the Edison Phonograph Company re- 
Edi- ; = ferred toin the said agreement, which Jesse H. 
, Y Lippincott might acquire or be entitled to re- 
f \ ! 
7 | 
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ceive’ (Exh., fol. 68). The rounding-up contract 
then recites that the North American Phonograph 
Company desires to execute to the Metropolitan 
Phonograph Company full and complete licenses 


and authority to use and exploit the phonograph . 


and its appliances and that the parties of the first 
part have agreed thereto (Exh., fols. 71, 72), and 
not only do the parties of the first part authorize 
the North American Phonograph Company to 
grant fall and complete right and authority to the 
Metropolitan Phonograph Company (Exh., fol. 
-73) but the parties of the first part, to wit.: Edi- 
son, Edison Phonograph Company and Edison 
Phonograph Works, do themselves actually grant 
Full and complete right and authority to the 
Metropolitan Phoncgraph Company, stating that 
“the same hereby are granted to them’’ (Exh., 
fols. 75, 76). In short, by the rounding-up con- 
tract, the grant of right to the Metropolitan Phono- 
graph Company and also to the New England 
Phonograph Company was made independent, full 
and complete. The contract of October 12, 1888, 
whereby the North American Phonograph Com- 
pany conveyed the rights for the Metropolitan 
District of the State of New York to complain- 
ant’s predecessor, the Metropolitan Phonograph 
Company, was executed on the same day that the 
rounding up contract was executed, and the 
rounding-up contract wasa complete authoriza 
tion and ratification thereof. Referring to the 
rounding-up contract of October 12, 1888, Mr. 
Edison testified that he remembered that repre- 
sentatives of the Metropolitan Phenograph Com- 
pany or the New England Phonograph Company 
visited him in regard to that contract, and that 
the object of their visit was to get his signature 
and that they got his signature (Record, Edison, 
Q526 to 528, p. 90). 
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The Special Equities of the Case. 


'.We have seen how Thomas A. Edison, Edison 
Phonograph Company, and Edison Phonograph 
Works co-operated with Lippincott to form the 
North American Phonograph Company and to 
clothe it completely with all rights and privileges 
necessary to enable it tv exploit the phonograph. 
We have seen how complainant, through its pre- 
decessors, purchased for the State of New York 
all the rights with which Edison and his companies 
had clothed the North American Phonograph 
Company. We have also seen how, during the 
time when Edison was president of the North 
American Phonograph Company, the original and 
the extended rights of complainant were ratified 
and confirmed by the North American Phonograph 
Company under the contract of July 1, 1893, and 
the North American Phonograph Company was 
given the right for a period of two years to exer- 
cise within the State of New York the privileges 
belonging to complainant. The evidence shows 
that during those two years, when the local com- 
panies by reason of the suspension agreements had 
temporarily retired from the field, Thomas A. Edi- 
son, as president, so managed the affairs of the 
North American Phonograph Company that it was 
thrown into the hands of a receiver by reason par- 
ticularly of claims which Thomas A. Edison 
pressed against the company. In his affidavit 
forming part of the bill of complaint in the suit 
brought to liquidate the affairs of the North Amer- 
ican Phonogragh Company, Mr. Edison who then 
was the president anda director of the North 
American Phonograph Company, had the audacity 
to allege that the North American Phonograph 
Company ‘‘is now using up its capital; it has an 
expensive office in the City of New York, and has 
been paying large amounts in salaries, and 
is expensively conducted; the company is daily 


| 
| 
| 


Raymond R. Wile} 
Research Library ? 
2 


€ 


ee Selah atte 


74 


running deeper into debt.’’ Prior to the time 
when Mr. Edison became president of the North 
American Phonograph Company, the business 
of the North American Phonograph Company 
was good, yielding sufficient to pay all of the 
expenses of the company and to leave quitea 
good surplus (Record, Lombard, Q107, p. 543). 
Then Mr. Edison secured the election of Mr. 
Insull in his interest (Record, Lombard, Q107, 
p. 543). ‘‘Then it was that the change came, and 
the office was again moved over to New York. I had 
it over in Jersey City at that time, and the 
office was moved over to New York in the 
Edison Building, and shortly after that, some few 
months after that, Mr. Edison and Mr. Insull 
made some arrangement. I never knew the rights 
of it, but Mr. Insull resigned, I know, and Mr. 
Edison was elected president’? (Record, Lombard, 
Q107, p. 543). It was during the presidency of 
Mr. Insull that the stock of the Edison Phono- 
graph Company was pledged to Mr. Edison as 
security for a note of the North American Phono- 
graph Company (Exh., fols. 432, 433). It was 
during the presidency of Mr. Edison that he at- 
tempted, by the court-house sale, to sell and to 
purchase the stock of the Edison Phonograph 
Company under the pledge (Exh., fol. 434). It 
was while Thomas A. Edison was president of the 
North American Phonograph Company that he 
and the North American Phonograph Company 
conveyed to the Edison Phonograph Company 
letters patent which of right should have been 
conveyed to the North American Phonograph 
Company (Exh., 122, p. 414). It took the 
order of the Court of Chancery of New Jersey 
and many suits brought by the receiver of the 
North American Phonograph Company to compel 
restitution and conveyance by Mr. Edison to the 
North American Phonograph Company of prop- 
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erty which, according to his own agreements, 
rightfully belonged to the North American Pho- 
nograph Company. The record shows the wreck 
of the North American Phonograph Company 
during the presidency of Thomas A. Edison, and 
at a time when the local phonograph companies had 
been induced to withdraw from the field by reason 
of unkept promises made to them by Mr. Edison 
(Record, Lombard, Q87, p. 533). Nevertheless, it 
is in evidence that New York Phonograph Com- 
pany was alive to the existence of its rights and 
enforced its rights under the contract of July 1, 
1893, against the receiver of the North American 
Phonograph Company, as shown by the order of 
the Court of Chancery, filed April 28, 1896 (Exh., 


fol. 1300). On February 8, 1896, Mr. Edison pur-_ 


chased the assets of the North American Phono- 
graph Company and assigned bis bid to this de- 
fendant, National Phonograph Company, which 
in turn, divided the assets purchased into two 
parts; first, the substantial assets, including the 
patent rights; and, second, the contract obliga- 
tions of the North American Phonograph Com- 
pany, from which Mr. Edison and the National 
Phonograph Company desired to be free, notwith- 
standing their acquisition of the property upon 
which those contract obligations were liens. 
These contracts Edison and the National Phono- 
graph Company caused to be transferred to Ott, 
an employee of Mr. Edison for twenty-five years, 
and a man of straw (Record, Edison, Q411 to 422, 
p. 69).. The recital of Complainant’s Exurpits 24 
and 25 (pp. 76, 88), being the transfers of Febru- 
ary 18, 1896, to Ott and National Phonograph 
Company, disclose the intention and,the scheme or 
plan on the part of Mr. Edison and his tool or in- 
strument, the National Phonograph Company, 
the incorporation of which he caused at that time 
for the specific purpose, to invade the territory of 
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complainant, to deprive complainant of its contract 
rights, and to escape, if they could, from the legal 
and moral obligations laid upon them by the pur- 
chase and acquisition by them of the assets of the 
North American Phonograph Company, subject to 
complainant’s rights for the State of New York. 
The sale of the assets of the North American 
Phonograph Company to Mr. Edison took place 
on February §, 1896, and within two days 
thereafter, on February 10, 1896, New York 
Phonograph Company instructed its secretary to 
write to Mr. Edison, and to request him ‘‘to give 
instructions that no phonographs or supplies 
shall be sold or delivered for use in New York, 
excepting through our company, and that a com- 
mittee from our company will call upon him at his 
early ‘convenience’? (Record, Haines, Q133, p. 
321). The letter was written, and Mr. Edison, in 
an interview witha committee of New York Pho- 
nograph Company, acknowledged receipt of the 
letter (Record, Fahnestock, XQ217 to 220, p, 99). 
Thereafter, on October 9, 1896, National Phono- 


LT , 
_ graph Company and Edison Phonograph Works, 


through its president, Mr. Edison, joined with 
complainant in two suits npon ten Edison patents 
against Easton and the Columbia Phonograp 

Company (Complainant’s Exutpirs 10 and 11, pp. 
37, 50), wherein the rights of complainant for the 
State of New York were acknowledged. These 
suits were brought by the counsel of Mr. Edison, 
and Mr. Edison’s counsel applied to New York 
Phonograph Company for leave to represent it in 
said suits (Record, Haines, XQ401 to 411, p. 
374). Althongh Judge Noah Davis appeared as 
counsel for New York Phonograph Company in 
the two suits, the solicitors of record were Mr. 
Edison’s counsel (Record, Haines, XQ+401 to 411, 
p. 376; Exh., fol. 146, 156), and Mr. Edison’s 
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counsel had charge of the suits. Judge Noah 
Davis was in poor health at the time (Record, 
Fahnestock, Q62, pp. 38, 40). .Without the 
knowledge or consent of New York Phonograph 
Company, the two suits were discontinued (Rec- 
ord, Haines, Q148 to 155, p. 327, XQ401 to 
411, p. 374; Fahnestock, Q62, p. 38; XQ201 
to 205, p. 92). Complainant’s Exurprrs 12 and 
13 (pp. 53, 54) show that the suits were discon- 
tinued by consent of Mr. Edison’s counsel. The 
reason for the discontinuance of the two suits ap- 
pears from Complainant’s Exuipit 23 (p.72), being 
an agreement dated December 7, 1896, between 
the American Graphophone Company, party of the 
first part, and the National Phoncgraph Com- 
pany and the Edison Phonograph Works, parties 
of the second part. Thecontractis dated two dayg 
before the orders discontinuing the suits on con. 
sent were filed (Exh , fol. 160, 163, 214). By the 
contract of December 7, !896, a consummation of 
the frand perpetrated upon the local phonograph 
companies was attempted by the graphophone and 
the phonograph or Edison interests, All litiga- 
tion between the two interests was terminated, and 
mutual licenses under the phonograph and grapho- 
phone patents were exchanged. The rights of 
New York Phonograph Company were ignored, 
and the suits were discontinned. The officers of 
New York Phonograph Company did not learn 
the cause of the betrayal of their interests in the 
said two suits until in this litigation the contract 
of December 7, 1896, was brought to their atten- 
tion (Record, Falnestock, XQ202 to 205, p. 93; 
Haines, XQ410, p. 375). 

By the contract of December 7, 1896, and the 
discontinuance of the said two suits without the 
knowledge or consent of New York Phonograph 
Company, a great wrong was done to New York 
Phonograph Company. In May, 1898, National 
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Phonograph Company first opened a store in the 
City and State of New York (Record, Gilmore, 
Q343, p. 470). On January 31, 1898, a committee 
of three was appointed by New York Phonograph 
Company to confer with Mr. Edison as to his atti- 
tude to the company (Record, Fahnestock, Q44, 
p. 28; XQ207, p. 96). The committee consisted 
of Messrs. John P. Haines, William Fahnestock, 
and Daniel F. Lewis, and in May, 1898 (Record, 
Fahnestock, XQ230, p. 102) the committee vis- 
ited Mr. Edison at his laboratory in Orange, N. J. 
In addition to the committee and Mr. Edison, 
William E. Gilmore, then and now president of 
National Phonograph Company (Record, Gilmore, 
Q83, p. 411) was present at the interview, and 
Mr. Gilmore acted as spokesman for Mr. Edi- 
son and the committee (Record, Fahnestock, 
XQ212, p. 97). On June 3, 1898, the committee 
reported to complainant’s Board of Trustees 
what took place at the conference with Mr. Edison 
(Record, Fahnestock, Q42 to 44, p. 23; XQ207 
to 232, p. 96; Haines, Q133 to 147, p. 321). The 
testimony of Messrs. Fahnestock and Elaines also 
shows what took place. New York Phonograph 
Company, th:ough its committee, claimed before 
Mr. Edison and Mr. Gilmore the exclusive rights 
for the State of New York under the contracts 
with the North American Phonograph Company, 
and Mr. Edison was requested to state his position 
in regard to the matter. (Record, Haines, Q138, 
139,}p. 324; Fahnestock XQ212 to 216, p. 97). Mr. 
Edison replied that he would sell to the New York 
Phonograph Company on the same basis as to 
any other agents in New York, and that New 
York Phonograph Company had better establish 
its rights by litigation before it talked to him, 
and finally referred the committee to Mr. Dyer, 
his counsel (Record, Fahnestock, XQ212, p. 97; 
Haines, Q136 to 147, p. 324). The committeesaw 
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Mr. Dyer, and had one or more interviews with him, 
in which he was evasive, non-committal and 
unsatisfactory (Record, Haines, Q141, p. 825). 
Mr. Dyer stated, however, that any agreement 
with Mr. Edison must be preceded by the estab- 
lishment of its rights through litigation by the 
New York Phonograph Company (Record, Haines, 


Q144, p. 326 and p. 323; Fahnestock, Q212, 


p. 97). 

Such, then, was the clearly defined purpose and 
intent of Thomas A. Edison and of Edison Pho- 
nograph Works and Edison Phonograph Com- 
pany, of which corporations he was president, and 
of National Phonograph Company, of which Mr. 
Gilmore, who was present at the interview, was 
president. <Aé the interview, Mr. Gilmore re- 
Serred everything to Mr. Edison, made no claim 
for the National Phonograph Company, and 
acquiesced. in all statements made by Mr. 
Edison (Record, Fahnestock, Q210 to 230, 
p. 96). That interview between complainant’s com- 
mittee and the two presidents of Mr. Edison’s 
three companies, National Phonograph Com- 
pany, Edison Phonograph Company and Edison 
Phonograph Works, established, if on the other 
evidence in this case it is necessary to establish, the 
identity existing between Thomas A. Edison and 
the National Phonograph Company. The National 
Phonograph Company is the mere tool or instru- 
ment through which Mr. Edison has sought to in- 
vade complainant’s rights, and to profit by and es- 
cape harmless from the invasion. 


It will be urged, no doubt, that complainant has 


been guilty of laches in asserting its rights and in 
the making of this motion for preliminary injunc- 
tion. It appears, however, that complainant es- 
tablished its rights by litigation against the re- 
ceiver of the North American Phonograph Com- 
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pany, and that Thomas A. Edison and the Nation- 


-al Phonograph Company knew of the assertion by 


complainant of its rights, and consented to the 
entry of the final order in the proceeding. It fur- 
ther appears that within two days after Mr. Edi- 
son purchased the assets of the North American 
Phonograph Company, complainant notified him of 
its claim of right to the State of New York, of 


’ which claim he already had full knowledge. Then 


followed complete acquiescence on the part of Mr. 
Edison and the Edison Phonograph Works and 
the National Phonograph Company in the rights 
of complainant for the State of New York as shown 
by the two suits jointly brought, wherein the 
treasurer of National Phonograph Company was 
the one who verified the bills of complaint. Then 
after the wrongful discontinuance of the suits and 
the making of the contract of December 7, 1896, 
with the American Graphophone Company, Thomas 
A. Edison and his three companies, National 
Phonograph Company, Edison Phonograph 
Works and Edison Phonograph Company jointly 
defied complainant at an interview at which all 
parties interested were represented, threw down 
the gauntlet, and said that Wew York Phonograph 
Company must establish its rights by litigation 
before Mr. Edison could deal with it. 

It is respectfully submitted that upon the evi- 
dence before the court, the doctrine of laches has 
not the remotest application. The following de- 
cisions of the courts are so positive and clear npon 
this point that in order to dispose of it nothing 
further need be done than to quote the following 
passages from the opinions of the courts making 
the decisions. 

New York Bank Note Co. v. Ham. Bank Note 
Co., 28 App. Div., 411, 419. This is an important 
case upon the right of complainant to injunctive 
relief. It is cited by Judge Hazel in his opinion 
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overrnling the demurrer in the Jones suit, supra. 
The Appellate Division, quoting from an opinion 
of the Supreme Court of Michigan, disposed of the 
question of laches, and said: 


**The most that can be said, therefore, is that 
after the first machine was purch»sed the plaintiff 
had knowledge; and, as to the the second machine, 
it has been found that the Hamilton Company 
purchased it with full knowledge of the plaintiff's 
rights and in hostility thereto. Hence, what was 
said in Beal v. Chase (31 Mich., 533) is here appli- 
cable: ‘Zaches isa most important circumstance 
where parties are proceeding to expend money in 
reliance upon a supposed right and upon the ap- 
parent acquiescence of the party who might ques- 
tion the right. Butin this case defendants were 
misled by no acquiescence. They entered upon 
their undertaking in open and known hostility to 
the complainant, and in reliance, not upon his ac- 
quiescence, but upon their ability to defeat him in 
a legal eontest. They knew from the very first 
that their position in respect to this contract must 
be antagonistic to that of complainant, and no 
consideration of good faith on his part could re- 
quire that he should open the legal warfare at the 
very earliest opportunity. When a hostile attitude 
is thus taken the challenged party may justly be 
expected, and reasonably be allowed, to be wary 
and deliberate in choosing his time and opportunity 
for attack. * * * He might have moved 
sooner, but the law does not demand the utmost 
exertion of diligence in repelling a hostile invasion 
of one’s rights thus deliberately undertaken with 
full knowledge of all the facts.’ ”’ 

Stearns-Roger Mfg. Co.v. Brown, 114 Fed., 
939, 944. In this case the Circuit Court of Ap- 
peals, speaking through Sanporn, C. J., said: 

“These are appeals from an order granting a 
motion for preliminary injunction. * * 
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‘It is contended that the complainant was guilty 
of such laches that he was not entitled to a pre- 
liminary injunction. The patent in suit was issued 
on March 22, 1892. In May, 1893, the owner of 
the patent notified the manufacturing company or 
its predecessor that its Pearce furnace was an in- 
fringement, and in June thut charge was denied. 
On Jannary 4, 1897, Brown brought his suit 
against the Metallic Extraction Company, in which 
after a protracted and expensive litigation, the 
validity of his patent was finally established on 
October 8, 1900. FHzxtraction Co. v. Brown, 104 
Fed., 345. The bill in this suit was exhibited on 
Apzil 24,1901. The doctrine of laches is an 
equitable principle, which is applied to promote, 
never to defeat justice. It is a branch of the 
principle of equitable estoppel. Wherea patentee, 
by deceitful acts, silence or acquiescence, lulls an 
infringer into security, and induces him to incur 
expenses or suffer losses which he would not other- 
wise have sustained, courts of equity apply the 
doctrine of laches on the principle that one ought 
not to be permitted to deny the existence of facts 
which he has intentionally or recklessly induced 
another to believe to his prejudice. There is noth- 
ing of that character in this case. The manu- 
facturing company was informed that Brown 
claimed its furnace was an infringement in 1893. 
It then had: the option to retire from its manu- 
facture and sale, or to proceed with it, and take 
the chances. It chose the latter alternative. 
Brown did not induce it to make this choice. The 
company made its own choice with its eyes open, 
and with full notice of Brown's claim, and it has 
even since continued to follow it against the pro- 
test and in spite of the notice of Brown to it to 
desist. One who with fnll knowledge of a 
patentee’s claim of infringement, and against his 


‘protest, continues to trespass, cannot, on the 
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ground of the estoppel or laches of the patentee, 
successfully defend a suit for infringement brought, 
ora motion fora preliminary injunction made, 
within any reasonable time. Repeated wilful 
trespasses establish no right to their continuance. 
And mere delay by a patentee to bring his suit or 
to apply for his preliminary injunction for any 
reasonable length of time after an infringer is in- 
formed of his trespass, unaccompanied with such 
acts of the patentee and such facts and circum- 
stances as amount to an equitable estoppel, will 
not deprive him, either on the ground of laches or 
of estoppel, of his right to a temporary injunction 
or to a recovery.’’ 

‘“Moreover, delay in prosecuting other infringers 
during the time while the validity of a patent is 
in litigation does not constitute aches’ citing 
cases. 


Ide vs. Carpet Co., 115 Fed., 137(C.C. A., 
8th C). 


In this case the charge of laches was conditioned 
by these facts; patent issued February 5, 1889; de- 
fendant manufacturer notified of claimof infringe- 
ment May 23, 1894; suit begun July 14, 1899. 
Meanwhile litigation between the parties had been 
conducted on other patents. 

Defendants invoked the doctrine of laches and 
the Illinois Statute of Limitations barring actions 
to recover damages five years after the damages 
accrue. The Circuit Courtof Appeals, again 
speaking through Sansory, C. J., held that; 

‘“‘While Courts of Equity usually apply the doc- 
trine of laches by analogy to the statute of limita- 
tions of similar actions at law, that rule has no 
application to this suit because the trespasses of the 
defendants for which the complainant’s now seek 
relief have been continuous and repeated, and ure 
still continuing, and no bar to a recovery of all 
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“a the damages which have resulted from them within 
{ 4 . fe five years of the commencement of the action, or 
~ 4 the issue of an injunction to prevent their con- 
{ 4 tinuance, has arisen even under the Statute of 
ee! Illinois. The doctrine of laches is an equitable 
a principle. whichis applied to promote, but never to 
defeat, justice. * * * Unreasonable delay and a 
the deceitful acts or silence of a patentee which in- 
a 9 duce an infringer,to incur expenses or become liable 
to losses and damages which he would not 
: otherwise have suffered may sometimes justly in- 
a duce a Court of Equity to stay his suit for an 
infringement or for an accounting before the time 
fixed by the analagous Statute of Limitations has 
expired. But delay, unaccompanied by such de- 
i ceitful acts or silence of the patentee and by such 
facts and circumstances as_ practically amount to 
an equitable estoppel, will warrant no such action. 
It is no answer lo an application for an injune- | 


tion to restrain a defendant from committing 
waste by cutting trees upon the owner's land, that i 
because the latter has taken no steps to prevent the . 
ie wrongdoer from cutting one-half of the trees, he has z 
‘= thereby acquired a right to eut the other half. \ 
bs : Attorney General v. Eastlake, 11 Hare, 205, 228. & 
4 And it is no defense to a suit for an injunction 
and an accounting on account of the continuing 
tresspasses, of an infringer that the latter has 
been transgressing on the rights of the patentee 
for years with impunity”’ (eiting many cases). 
In Bradford v. Motor Co., 105 Fed., 63, Pur- 
nam, C. J., said: 


if 


socal llama nee 


ne “The respondent urges lachesas a reason why 
iy an account should not be decreed; but the com- 
plainant reasonably notified the respondent of his 
“54 pe. demand, and he testifies that he was unable to follow 
up his notice on acconnt of lack of means to carry 
on patent litigation. [Chat class of litigation, un- v2 
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fortunately, often involves so much expense that 
the courts are tender to patentees under such cir- 
cumstances, and the complainant cannot be charged 
with laches.” 

New York Phonograph Company has been pre- 
vented from doing business by the defendants and, 
in consequence, has with difficulty prosecuted its 
several suits to enforce its rights (Deft’s. Record, 
Fahneslock, Q5, p. 14; Q9, p. 17; Q44, p. 28; Q50, 
p. 30; Q70-75, p. 37; Q105-107, p. 47; XQ180-184, 
Pp. 62; XQ206-233, p. 66; XQ265-349, p. 79; 
RCQ386-432, p. 227; RCQ433-471; RCQ7T02-703, 
p. 281; RDQ595-601, p. 262; RDQ609, p. 265; 
RDQ621-632, p. 267; RDQ646, p. 272; RCQ665- 
673, p. 275; Haines’ Record, Q120-147, ‘p. 285; 
XQ477-492, p. 346; Deft’s Record, Q16, p. 286; 
Q29, p. 288; Q80, p. 295; XQ91-104, p. 297; 
RCQ119-124, p. 309; and see testimony of other wit- 
nesses hereafter referred to. ) 

‘In Fuller v. Berger, 120 Fed., 274, and Bement 
v. National Harrow Co.,186 U. S., 70, 90, it is 
held that neither the non-use nor the misuse of a 


' patented device by the owner of the patent de- 


prives him of the right to maintain a suit in equity 


_ to enjoin infringement. 


In Whitson v. Columbia Phonograph Co., 18 Ap- 
peal Cases, D. C., 565, and 98 O. G., 418, discussed 
supra, at p. 15, the Court of Appeals said: 


“The suggestion that the appellee does not 
itself perform the contract in question, and 
sells only graphophones, and not phonographs, 
thereby discriminating against the latter, is, 
of course, no answer to an application for an 
injunction pendente lite. The suggestion, if 
well. founded, may well be availed of in a 
cross bill, or other proceeding, either to en: 
force or vacate the contract.” - 
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Defendants,with knowled ve of what 
was right, but with purpose to de- 
feat it, have attempted to deprive 
complainant of its rights and fran- 
chises purchased from the original 
licensors with whom defendants are 
identified. Equity will enjoin and 
prevent defendants from profiting 
by their conscious wrongful acts and 
accord full relief to complainant. 


As above stated at p. 76, New York Phonograph 
Co., by resolution! of its Board of Trustees (Record, 
Haines, Q133, p. 290; Deft’s Record, Fahnestock, 
XQ206, p. 66) on February 10, 1856, two days after 
Mr. Edison bid for and purchased the assets of the 
North American Phonograph Company on Febru- 
ary ‘$, 1896 (Exh, fol. 267) instructed 
its secretary to write to Mr. Edison “re- 
questing him to give instructions that no phono- 
graphs or supplies be sold or delivered for use in 
New York except through our company, and that 
a committee from our company will call upon him 
at his convenience.” The letter was written on 
the same day, February 10, 1896, and is set out 
in defendant’s record at pp. 229, 132. The letter 
reads as follows: 


“February 10, 1896. 
Thomas A. Edison, Esq., 
. Orange, N. J. 
Dear Sir: 

At a meeting of the New York Phonograph 
Company held this day, the Secretary was in- 
structed to  congraulate you upon 
acquiring the assets of the North 
American Phonograph Company, and 
to assure you of the interest of our com- 


Raymond R. Wile 
Research Library 


Pt 


‘hat 

de-~ 
rive 
ran- 
inal 
are 
and 


in 
and 


rraph 
ecord, 
stock, 
rafter 
of the 
“ebru- 
‘ucted 


“ 
—_ 


yhono- 
use in 
d that 
n him 
en on 
et out 
letter 


, 1896. 


~ 


raph 
vas in- 
upon 
North 
and 

r com- 


aoe 
fa 


pany in your success and in our own, both of 
which we believe will be greatly benefitted by 
your purchase. The Secretary is fur- 
ther instructed to ask you to give instruction 
that no phonographs or supplies be sold or 
delivered for use in New York except through 
our company. A committee from our com- 
pany will call upon you at your early 
convenience, if you will name a day agreeable 
to you. 
Yours very truly, 
Richard Townley Haines, 
Secretary.” 


The letter of February 10, 1896, was duly re- 


ceived by Mr. Edison (Deft’s. Record, Fahnestock, 


XQ217 to 220, p. 69). Nevertheless, New York 
Phonograph Co. at that time, in 1896, was “never 
able to make an appointment with Mr. Edison” 
(Deft’s. Record; Fahnestock RCQ399, p. 230; 
RCQ423, =p. 233; RDQ521-522, p. 248; 
RCQ665-667, p. © 275; Haines, RCQ119- 
124, p. 309). No appointment with Mr. 
Edison having been secured under the letter of 
February 10, a second letter was written to Mr. 
Edison by the secretary of New York Phonograph 
Co. on February 21, 1896, with like result (Deft’s. 
Record, Fahnestock RCQ399, p. 230). The letter 
of February 21, 1896, is set out in defendant’s 
record at pp. 229, 132, and is as follows: 


“February 21, 1896. 
Thomas A. Edison, Esq., 
Orange, N. J. 
Dear Mr. Edison: 

Will you kindly appoint an afternoon early 
in the coming week, if possible, when our com- 
mittee can meet vou? 

With best regards, I am, 

Yours very truly, 
Richard Townley Haines, © 
Secretary.” 
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As appears from Complainant’s Exhibits 24 and 
25 (Exh. pp. 76 and 88), the conveyances in writ- 
ing of the assets of the North American Phono- 
graph Co., by the receiver under the direction of 
Mr. Edison to National Phonograph Co. and to Ott 
were dated February 18, 1896, and acknowledged 
March 21, 1896 (Exh., fols. 228, 261, 263, 299). 
In the conveyance to Ott the contracts of Feb- 
ruary 6, 1889, June 13, 1889, October 12, 1888 
and June 23, 1890 (1893) between the North 
American Phonograph Co. and complainant’s 
predecessors are specifically recited (Exh., fol. 
253). The contract of June 13, 1889, with The 
New York Phonograph Co., and of June 23, 1890, 
with Metropolitan Phonograph Co., are the con- 
tracts recognizing the rights of the companies for 
the full or extended periods of time (Exh., fols. 754, 
845). Itis not unreasonable to infer that the 
division of the assets of the North American Phon- 
ograph Co., into two classes, consisting (1) of 
the contract obligations of the North American 
Phonograph Co., which were legal and equitable 
liens upon the patent rights and other assets of 
the company and which were conveyed to Ott 
“because the National Phonograph Co. didn’t want 
them” (Record, Gilmore, Q110, p. 369) and consist- 
ing (2), of the balance of the assets of the company, 
including the patent rights, good will of the bus- 
iness, the contract of August 1, 1888, with the Edi- 
son Phonograph Works, ete., was induced in part at 
least by the letter of February 10, 1896, written 
by New York Phonograph Co. to Mr. Edison. 

It thus appears that at the time of the pur- 


. chase of the assets of the North American Phon- 


ograph Co. by Mr. Edison, New York Phonograph 
Co. reiterated its claim previously enforced against 


the receiver to the sole and exclusive right to sell > 


and to use phonographs and supplies within the 
State of New York, and that Mr. Edison and Na- 
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tional Phonograph Co., thereupon endeavored so 
to arrange the purchase and transfer of the said 
assets as-to enable ‘the National Phonograph Co. 
to continue and to carry on the business of the 
North American Phonograph Co. under its 
patent and other rights within the territory of 
the State of New York in defiance and destruc- 
tion of the rights and _ privileges pre- 
viously purchased by New York  Phon- 
ograph Co. from the North American 
Phonograph Co, This explains why it was that no 
reply was received by New York Phonograph Co. 
from Mr. Edison to the letters of February 10 
and February 21 of 1896, and why it was, as stated 


by Mr. Fahnestock, that New York Phonograph ° 


Co. was never able in 1896 to make an appoint- 
ment with Mr. Edison. 

Let us pause at this point in the argument and 
review, upon the evidence before the court, the 
attitude of Thomas A. Edison toward the North 
American Phonograph Co. and the local phono- 
graph companies, including complainant and its 
predecessors. In the contract of June 28, 1888 
with Lippincott (Exh., pp. 8, 180), whereby Edi- 
son contracted for the incorporation and organ- 
ization of the North American Phonograph Co. and 
agreed to clothe it- with the necessary rights and 
authority to exploit and introduce commercially 
the phonograph (Exh., fol. 554) it was recited on 
behalf of Edison that the phonograph was 
“adapted and designed for general commercial pur- 
poses” (Exh., fol. 540) and it was agreed that 
“any invention or improvement made by the said 
Edison avithin fifteen years from the date hereof 
upon the phonograph as it now exists shall be 
assigned to the company without further com- 
pensation” (Exh., fols. 558, 582). The manufac- 
ture of phonographs and supplies was, however, 
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granted to the Edison Phonograph Works in per- 
petuity (Exh., fols. 566, 590). The Edison Phono- 


: graph Works was controlled by Thomas A. Edi- 


son (Exh., fols. 548, 103). The reservation of the 
right to manufacture required the utmost diligence 
and good faith upon the part of Mr. Edison, because 
upon the proper performance of his work of manu- 
facture and improvement depended the success or 
failure of the entire phonograph enterprise into 
which stockholders of the local phonograph com- 
panics, trusting to Mr. Edison, the manufacturer 
and inventor, had invested millions of dol- 
lars. Nevertheless, after complainant, through 
its predecessors, had under the con- 
tracts of August 12, 1888, and February 6, 
1889 (Exh., fols. 792, 698) paid to the North 
American Phonograph Co. the sum of $225,000 in 
cash (Record, Haines XQ256-263, p. 314; Deft’s. 
Record, Burke, XQ88-88 1-2, p. 324) and $500,000 
in full paid capital stock (Exh., fols. 763, TT7, 855, 
869), for the exclusive right to sell and to use 
phonographs and supplies within the State of New 
York, it was impossible for the predecessors of 
New York Phonograph Co. to carry on- profiit- 
ably the business for which these large sums of 
money had been paid, for the reason that Thomas 
A. Edison and the Edison Phonograph Works 
failed to supply ‘them, through the North Ameri- 
can Phonograph Co., with phonographs and sup- 
plies upon which the business could be done. Upon 
this point defendant’s witness Burke, one of the 
original incorporators of Metropolitan Phono- 
graph Co. (Deft’s. Record, Burke, fol. 939), testi- 
fied as follows at pp. 327, 331 and 334 of defend- 
ant’s record: 


XQ119. But you don’t mean to say that none 
of the stock was sold, do you? <A. They were 
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in per- originally to form the company, but no market, for 
Phono-. they had no machines. 
A. Odi- XQ120. How did you know they had no ma- 
» of the chines? A. Because they didn’t have any. 
iligence XQ121. How do you know they didn’t have any? 
because A. Because I was there continually from day to 
F manu- - _ day. ! 
cess Or “ XQ122. Did you say they tried to get machines? 
se ‘into A. I saw the orders begging for machines. 
rh com- XQ123. Do you know that there was a refusal to 
acturer give machines; how hard did they try? A. They 
of dol- tried mighty hard to get them, and that is the rea- 
through son they did not do any business. There was noth- 
eg ing doing, and we could not get machines to do bus- 
Guy 6, . iness with, except once and a while for exhibiting 
P sinbie ‘ purposes, and all they could do was to get machines | 
5,000 in for exhibition purposes, that is all; they could not 
Detts. get machines to sell on the open market; it wasn’t 
500,000 the intention of the Phonograph Company when it 
1, "058, first.started to sell machines outright, they were 
not allowed to sell them under the charter. 
of New XQ124. How many machines did they get? A. 
wane of The whole time they never got more than 15 to 20 
profiit- k 5 | machines, in the whole building. 
sunty of XQ125. And that is all they got? A. Yes. 
Thomas XQ126. Didn’t they rent any machines to users 
Ww orks -at that tire? A. They had one or two rented for a 
sicaitanial month or so, and they were told to take them back 
nd sup- again. 
. Upon X0127. Did vou ever make any inquiry of the 
» of the North American Phonograph Company or the Edi- 
‘geeeg . son Phonograph Works as to the supplying of ma- 
Ogee chines to the Metropolitan Phonograph Company? 
a A. T had repeated inquiries come to me asking if [ 
could get a machine, and I would try and I could 
at none not get it. 
‘y were yy xX XQ128. And what reply would you make to the 
customer? A. Simply that there were no machines. 
{ 
{ 
- | 
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XQ129. How do you account for the failure of 
f the North American Phonograph Company to sup- 
be a ply machines? <A. I know nothing of the North 
American Phonograph Company. 
XQ1380. The machines would have come from the 
_ North American Phonograph Company, you know 
q : that, don’t you? A. I suppose so. » 
XQ131. Do you know whether the Metropolitan 
; Phonograph Company got machines after it went 
4 : up to 257 Fifth avenue? A. They got some ma- 
‘ chines for exhibition purposes. 
XQ132. So that as far as you know the exhibi- 
tion business was the only business which the com- 
pany did? A. That was about the only business., 
* * * : * * * 
XQ158. So that Metropolitan Phonograph Com- 
pany had not attempted for any considerable length 
of time to do business before it consolidated with 
‘ The New York Phonograph Company, that is cor- 
' pect? A. They tried very hard to do business. 
XQ159. And failed because they could not get 
machines during that time? <A. Failed because 
they could not get machines; had nothing to do bus- 
iness with. 
* * * * * ¢ * 
ooo RCQ183. You say that at the start you sold at 
least ten shares of your stock at $55 per share, and ~ 
that subsequently vou sold shares of stock at $3.75, | 
$2.75 and $2.50 per share; when was the last of 
es s i these sales made at those low figures? A. In 1894 ; 
and 1893, from 1893 to 1895. 
RCQ184. And how do you account. for the falling 
of prices in the stock of Metropolitan Phonograph 
Company during these vears? A. Because the bus- 
iness didn’t amount to a row of pins. 
RCQ185. Why didn’t it amount to a “row of 
od pins”? A. Because they had no business. . 
e + -RCQ186. And why didn’t they have any busi- 


« 


Raymond R. Wile 
Research Library 


93 


ness? A. Because they had nothing to have busi- 
ness with. 


: 
x: 3 , Defendant’s witness Gottschalk testifies that he 
assisted in the organization of the Metropolitan 
Phonograph Co. and became secretary of the com- 
will pany, and continued to be secretary up to the time, { 
. a September, 1890 (Exh., fols. 961, 871), that the Met- 
~ 7 ropolitan Phonograph Co. consolidated with The 
' New York Phonograph Co. to form complainant 
(Def’s. Record, Gottschalk, Q. 4-11, p. 193). The 
Metropolitan Phonograph Co. “soon found, how- 
a ever, that the machine was not fit for public use” 
a (Def’s. Record, Gottschalk, Q. 17, p. 195). 
Complainant’s and defendant’s witness John P. 
Haines testified that he made the contract of Feb- 
ruary 6, 1889, with the North American Phono- 
graph Co. (Record, Haines, Q3, p. 268), that he was 
at all times president of complainant’s predecessor 
w 2 The New York Phonograph Co. (Record, Haines, } 
Q68, p. 277), and that he became the first presi- | 
dent of complainant, continued to be president till 
June, 1898, and was re-elected president March 


Se eee 


9 wv 3, 1902, and bas continued to be president ever | 

- aa since (Record, Haines, Q79 to Q84, p. 279; Def’s. i 
- Record, Haines, Q74, p. 294); and that New York f 
a Phonograph Co. was unable “to secure the ma- 


chines and necessary supplies, etc., of the North 
American Phonograph Co.” (Def’s. Record, Haines, 
Q16, p. 286). “The only reason for the diminution 


E in assets” of New York Phonograph Co., said Mr. 
: Haines, “was on account of the failure of the Edi- 
son Phonograph Works to fulfill its agreement with 
the North American Phonograph Co., and the 
North American Phonograph (Co.’s inability on 
x that account to carry out its agreement with New 
York Phonograph Co. Consequently, the New York 
| Phonograph Co. was doing business at a great 
_- 
> 
7 } 
| 
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disadvantage” (Deft’s. Record, Haines, Q29, p. 
288). 

Defendant’s witness William Fahnestock testi- 
fies that he has been interested in The New York 
Phonograph Co. and complainant, its successor, 
since the organization of the former company in 
February, 1889, as stockholder, trustee, vice-presi- 
dent and treasurer (Def’s. Record, Fahnestock, 
Q3, p. 14). Mr. Fahnestock says (Def’s. Record, 
pp. 265, 271): 


RDQ609. Do you think that you would yourself, 
as a business man, have furnished an unlimited 
amount of property to the New York Phonograph 
Company in 1896? A. The phonograph business 
was in its infancy and we were willing to stay up 
with it and‘do what we could. We should have been 
very glad to see Mr. Edison any time and had him 
consult ‘with us. The business of the 
day justified what I thought it would to-day if it 
had succeeded. Mr. Edison is now reaping the 
benefit of what we have been waiting and waiting 
for. We took all the poor machines and tried to 
give them out to the public, and did everything 
‘that was possible to assist him in his business; 
when they had poor machines, instead of giving 
them back, he would say, “Press them out on the 
public and get rid of them,” and I think if he looks 
back, he will think we are the best friends he ever 
had. 

RDQ640. You have somewhere testified that Mr. 
Ldison,.or the Edison Phonograph Works, didn’t 
give the North American Phonograph Company, 
or at least that the North American Phonograph 
Company didn’t give your company the very best 
machines. How do you know that there were any 
better machines to be had than were given you? A. 
Because they told us so; they told us frequently to 
work off the older machines and they would give 
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us better ones. I think we went through that pe- 
riod several times. 


The testimony of the foregoing witnesses is cor- 
roborated by three affidavits of Thomas A. Edison. 
In an affidavit verified by Mr. Edison on August 
15, 1894 (Exh., fol. 1870), and annexed to and 
forming part of the bill of complaint upon which 
the North American Phonograph Co. was thrown 
into the hands of a receiver, Mr. Edison stated 
(Exh., fol. 1855): “The business which was done 
by the North American Phonograph Co. during the 
early period of its existence was the sale and leas- 
ing to individuals and corporations of phonographs 
and phonograph-graphophones, and that for some 
little time after its organization it did a good busi- 
ness and its prospects for future success were very 
good, but in a short time it was demonstrated that 
the instruments as manufactured and sold 
by the said company had little or no 
practical or commercial value.” In a _ sub- 
sequent affidavit verified December 6, 1894 (Exh., 
fol. 108), Mr. Edison said (Exh., fol. 104) : “In 
conclusion I wish to say that neither the phono- 
graph nor the graphophone is, even to-day, notwith- 
standing the use in both of those instruments of 
inventions which I have made since they were put 
upon the market, a satisfactory commercial instru- 
ment. * * * In 1877 and 1878, I believed that an 
instrument that would give a loud reproduction, 
audible throughout a room, was essential to thor- 
ough success, and I still think so. * * * Had 
I cared to take advantage of that limited field in 
1878, some of the instruments I then had would 
have been quite as satisfactery as were the first 
phonographs and graphophones put upon the mar- 
ket im 1888, but I was looking for a broader field 
for that great and unquestionable success which 
when attained will make the phonograph one of the 


ars -ancceaiaedenaeaiee 


Seeeprwerees 


i 
j 
i 


Raymond R. Wile 


. : : Research Library 
inet — , ; 


96 


most useful and valuable of modern appliances. 
But that success has not yet been attained. I am, 
however, working in that direction, with every 
prospect of an early and favorable issue to my ex- 
periments, and I expect soon to put upon the mar- 
ket an instrument with which novels, plays, and the 
finest classes of instrumental and vocal music can 
be rendered audible in a room, and which will give, 
when the records are produced, the same quality 
and approximately the same volume of sound as the 
original rendition.” Again, in an affidavit verified 
January 23, 1896 (Exh., fol. 389), Mr. Edison said 
(Exh., fol. 367) : “After the business of the North 
American Phonograph Co. had been gotten under 
way, and both phonographs and graphophones had 
been supplied to that company, it soon became ap- 
parent that neither machine was satisfactory for 
commercial use.” 

It thus appears that by reason of the failure of 
Thomas A. Edison and of the Edison Phonograph 
Works to supply the North Amercan Phonograph 
Co. and complainant and its predecessors with com- 
mercial machines, New York Phonograph Co. was 
obliged to do business at a great disadvantage, as 
stated by Mr. Haines (Def.’s Record Haines, Q. 29, 
p. 288). As Mr. Fahnestock testifies (Def.’s Rec- 
ord Fahnestock, RDQ. 609, p. 265): “The phono- 
graph business was in its infancy and we were will- 
ing to sit up with it and do what we could. * * * 
Mr. Edison is now reaping the benefit of what we 
have been waiting and waiting for. We took all tha 
poor machines anid tried to give them out to the 
public, and did everything that was possible to as- 
sist him in his business.” 

Defendant has introduced in evidence what pur- 
ports to be an anditor’s report of New York Phono: 
graph Co. dated July 12, 1892. The report shows 
that New York Phonograph Co., in addition to hav- 
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ing paid $225,000 in cash and $500,000 in its full i 
paid capital stock for its exclusive rights and priv- 
~ * iliges, was making a most determined effort to 
4 build up the phonograph business in the time of its 
infancy, and was investing thousands of dollars for 
that purpose. The auditor’s report is set out in 
_ | defendant’s exhibits at p. 485. An examination of 
the report shows the extensive character of the 
business done by New York Phonograph Co. The 
A expense of introducing the phonograph to the pub- 
lic, of public exhibitions, advertising, the placing © 
of automatic slot-machines and the rental of ma- 
chines to the public was in these early days borne 
i 


~ 4 by New York Phonograph Co. within the State of 
> New York, and thereby the foundation of. the great 
business done to-day with improved machines and 
records was laid. It would be tedious, and it is 
deemed unnecessary to quote at length in this brief 
the further testimony of defendant’s witness 
Fahnestock. and of complainant’s and _ de- 
fendant’s witness Haines to show _ the 
investments by New York Phonograph 
Co. and its predecessors, and their efforts to lay the 
¥ foundation for success in the phonograph business 
2 within the State of New York. Upon these points 
sm the court is respectfully referred to the testimony 
a . of Haines, Q. 193 to 234, Record, p. 303; XQ. 394 
ae to XQ. 398, Record, p. 333; XQ. 477 to 482, Record, 
a p. 346; Q. 8 to 55, Def’s. Record, p. 284; Q. 80-82, 
~ a Def’s. Record, p. 295; XQ. 91 to 104, Def’s. Record, 
q p. 297; RDQ. 111 to RCQ. 124, Def’s. Record, p. 
307; and to the testimony of Fahnestock, Q. 42 to 
44, Def’s. Record, p. 25; Q. 57 to 62, Def’s Record, p. 
32; Q. 66-72, Def’s. Record, p. 36; Q. 105-107, 
Def’s. Record, p. 47; Q. 120-122, Def’s. Record, p. 
50; XQ. 133-264, Def’s. Record, p. 53; RCQ. 386- 
v 434, Def’s. Record; p. 227; RDQ. 520-522, Def’s. 
\ Record, p. 218; RDQ. 586, fol. 779; Def’s. Record, p. 


; Raymond R. Wile 
i Research Library 


Seacsd 


98 


ae 260; RDQ. 604-616, Def’s. Record, p. 264; RDQ. 
4 640, Def’s. Record, p. 271; RDQ. 665 to 673, Def’s. 
Record, p. 275. 
Mr. Edison testifies to the activity and earnest 
endeavors of New York Phonograph Co., complain- 
ant, up to the time that the North American Phon- . 
a ograph Co. went into the hands of the receiver to YX 
make a commercial success of the phonograph busi- 
ness (Record, Edison, fol. 369). 
In the organization of North American Phono- 
j graph Co. and as an inducement to complainant and 
4 its predecessors to purchase the sole and exclusive 
right for the State of New York, ample provision 
was made by the fundamental contract of August 
1, 1888, between Edison, the North American Pho- 
nograph Co. and Lippincott (Exh., fol. 576), where- 
by the expense and investment incidental to the ex- 
ploitation! of a new invention, and the organization 
~ 4 of a new business should yield its ultimate profits 
4 ‘ and reward, for it was provided in that contract 
a (Exh., fol. 582), that “any invention or improve- | 
9 - ment made by the said Edison within fifteen years 
4 from the date hereof upon the phonograph as it now 
exists shall be assigned to the company without fur- ee 
ther compensation.” In a letter to The New York 
¥ Tribune, dated Jan. 22, 1889, Mr. Edison assured 
“fl the local phonograph companies and the investing 
public that Mr. Lippincott had secured for them 
by “his contract of purchase not only my more re- 
cent patents and future inventions, but also my ear- 
lier and fundamental patents” (Record, Andem, 
fol. 1725). The compromise effected in 1896 
between Edison and thereceiver of the North 
a American Phonograph Co. (Exh., fol. 414), shows 
~ “4 ‘4 that Mr. Edison failed absolutely to carry out his 
3 part of the agreement whereby the North Ameri- 
s can Phonograph Co. and complainant should re- Ds al 
J ceive the benefit of his inventions and improvements 
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upon the phonograph as it existed on August 1, 
1888. Not until the North American Phono- 
graph Co. had, during the presidency of 
Mr. Edison (Def’s. Record, Kelsey, XQ. 39, p. 
342), and on August 21, 1894 (Exh., fol. 374), and 
upon the application of Mr. Edison (Exh., fol. 1369) 
and by reason of claims pressed against 
the company by Mr. Edison (Exh. fol. 
1856-1864), passed into the hands of a 
receiver, did Mr. Edison assign to the re- 
ceiver of the North American Phonograph Co. the 
47 patents issued to him prior to Jan. 16, 
1896, for inventions and improvements made 
by him upon the phonograph as it existed on 
August 1, 1888. This he did on Jan. 16, 
1896 (Exh., fols. 114 and 115, pp. 396, 399), 
by virtue of the compromise (Exh., fol. 
414), induced by an. order of the Court 
of Chancery of New Jersey, directing the receiver 
to bring suit to compel him to do so, and to compel 
him to make other restitution to the receiver of the 
assets, rights and property of the North American 
Phonograph Co. (Exh., fols. 406 to 408). 

Defendant’s witness Walcutt testifies (Def’s. 
Record, Q. 30, p. 431) as follows: 


“Question Na. 30. Did the North American Pho- 
nograph Company continue to send out Phono- 
graphs up to the time it went into the hands of the 
Receiver? Answer. Yes, but all the phonographs 
sent out during the latter years were machines 
which had formerly been sent out by the Company, 
but had been returned by the different sub-com- 
panies and sent to the Edison factory to be re- 


- paired, and possibly re-numbered, to be used again 


if necessary. All of the phonographs ever owned 
by the North American Phonograph Company were 
sent out and put into use on rental at least once 
prior to February, 1891. Any machines put into 
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use since that date had originally been sent out be- 
fore. There might have been a few ornamental gold 
and nickel machines of a special design, made for 
the World’s Fair of Chicago, which were built since 
February 1st, 1891, but I do not know that any of 
them were sold.” 


Walcutt was secretary of the North American 
Phonograph Co., and had an intimate knowledge of 
its business from the time of its organization down 
to the time that it went into the hands of a re 
ceiver (Def’s. Record, Walcutt, Q. 16, p. 422). 
Hence it appears beyond controversy or question 
that Edison, the Edison Phonograph Works and 
the North American Phonograph Co. foisted upon 
complainant and its predecessors and upon the pub- 
lic during the entire period that the North Ameri- 
can Phonograph Co. was engaged in business and 
while Mr. Edison was its president, old machines 
that were not fit for commercial use. On July 20, 
1894, the North American Phonograph Co., 
through its secretary, Mr. Walcutt, wrote to the 
Ohio Phonograph Co. as follows (Record, Andem, 
Q. 21, p. 578) : ’Replving to your letter of July 17, 
we beg to say that while Mr. Edison has been work- 
ing for a long time upon a new model phonograph, 
or in fact upon several new model phonographs, as 
far as we can ascertain we are just as far from 
placing any of them on the market as we were sev- 
eral years ago. I do not know that this new model 
phonograph has been actually purchased as yet.” 
Mr. Andem explains (Record, Andem, Q. 44, p. 

“5S88), that by “actually purchased” was meant 
“that a machine had to be formally accepted by the 
North American Phonograph Co., or purchased, be- 
fore it was considered a machine which could be or- 
dered or supplied to the local phonograph com- 
panies. As above pointed out, Mr. Edison stated in 
his affidavit of December 6, 1894 (Exh., fol. 107) 
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that he then expected soon to put upon the market 
an improved and perfected phonograph. This, how- 
ever, was subsequent to the time when the North 
American Phonograph Co. had gone into the hands 
of the receiver, and the improved and _ perfected 
Monograph was never supplied either to the North 
American Phonograph Co. or to complainant, not- 
withstanding their absolute right thereto under the 
contract of August 1, 1888 (Complainant’s Exhibit 
103, Exh., pp. 380, 192). In his affidavit of Aug. 
15, 1894 (Exh., fol. 1364), Mr. Edison stated that 
the instruments then possessed by the North Amer- 


ican Phonograph Co. consisted of “old stock made 
three or more years ago,” and that during his con-| 


trol and presidency of the company, “for the past 
three years or more the said company has had no 
new phonographs built’ (Exh., fol. 1368). 

Not only did Mr. Edison fail to transfer to the 
North American Phonograph Co. his 47 pat- 
ents issued to him prior to Jan. 16, 1896, for 
improvements and inventions made by him upon 
the phonograph as it existed August 1, 1888, but, 
in further violation of his contract on May 22, 
1893, while he was president of the North Ameri- 
can Phonograph Co., he caused an assignment to 
be made by the North American Phonograph Co. 


to the Edison Phonograph Co. of all the right, title | 


and interest of the North Americam Phonograph 
Co. in and to 3 of said 47 letters patent 
of the United States, all of which he had wrong- 
fully caused to he issued in his own name, but 
which rightfully should have been assigned 
to and issued to the North American 
Phonograph Co. This appears from Complain- 
ant’s Exhibit 123 (Exh., p. 415), whereby three 
letters patent applied for subsequent to August 
1, 1888, being No. 430,276, 430,278 and 484.583 
were wrongfully assigned as aforesaid to the Ed- 
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ison Phonograph Co. As appears from Complain- 
ant’s Exhibits 114 and 115 (Exh, pp. 396, 
399), Mr. Edison and the Edison Phono- 
graph Co. were, by virtue of the 
compromise (Exh., fol. 414), made pursuant to 
the order of the Court of Chancery (Exh., fols. 406- 
408), compelled to re-assign the three patents afore- 
said, as well as the remaining 44 to the receiver of 
the North American Phonograph Company. 

As already explained, the Edison Phonograph Co. 
was entitled to the legal title to all patents for 
inventions of Mr. Edison relating to the phono- 
graph made on or before August 1, 1888. As ap- 
pears from Complainant's Exhibits 117, 118, 123 
and 124 (Exh., pp. 403, 406, 415, 418) the legal 
title to numerous patents of Mr. Edison relating 
to the phonographs was thus vested in the Edison 
Phonograph Co. As explained above, and as 
Mr. Edison himself stated in his several affidavits, 
the entire capital stock of the Edison Phonograph 
Co. became the property of the North American 
Phonograph Co. About the close of the year 1891 
(Deft’s. Record Waleutt, fol. 1280), Samuel Insull 
was elected to the presidency of the North Ameri- 
can Phonograph Co., representing Mr. Edison’s 
interests (Record, Lombard, fols. 1421, 1586; Edi- 


. son, fol. 203). Mr. Insull continued to be president 


for a few months only, and was succeeded as pres- 


- ident by Mr. Edison (Record, Lombard, fol. 1421; 


Deft’s. Record Walcutt, fol. 1281). Mr. Lippin- 
cott had made an assignment in May, 1891 (Deft’s. 
Record Waleutt, fol. 1265). Mr. Lippincott was 
taken sick (Record, Lombard, fol. 1412), and Mr. 
Insull succeeded to the presidency. In his affi- 
davit of August 15, 1894, Mr. Edison, speaking with 
reference to the organization of the North Ameri- 
can Phonograph Co., said (Exh. fol. 1348): “Al- 
most contemporaneously with its organization T 
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became a stockholder in said company; I was 
elected one of its directors; I have held the office 
of director in that company from that time until 
the present, and I am now one of its directors; 
I was elected president of the company, ete.” It 
thus appears that about the close of 1891, following 
upon the assignment and sickness of Mr. Lippin- 
cott, the control of the North American Phono 


- graph Co. passed into the hands of Thomas A. Edi- 


son, who thereupon caused Mr. Insull to be elected 
to the presidency for a few months in his interest. 
What then did Thomas A. Edison do for complain- 
ant gnd the North American Phonograph Co? By 
reason of his control of the Edison Phonograph 


Works, he already possessed the exclusive right to’ 


manufacture phonographs and supplies therefor. 
He had failed to carry out his agreement to assign 
to the North American Phonograph Co, his patents 
for inventions and improvements made subsequent 


to August 1, 1888, and he now sought to divest the . 


North American Phonograph Co. of the stock 
of the Edison Phonograph Co. which held 
the legal title to all his’ patents for 
inventions made prior to August 1, 1888. 


It appears that on April 1, 1892, the North Ameri- 


can Phonograph Co., by Samuel Insull, President, 
issued its promissory note for over $78,000 payable 
ten days after demand, and delivered the note to 
Thomas A. Edison, a director of the company 
(Exh., fol. 482; Deft’s. Exh., p. 462). This 
note was “given in liew and settlement of a note 
drawn by Jesse H. Lippincott to order of Thomas 
A. Edison and endorsed by this company,” tha 
North American Phonograph Co. (Deft’s. Exh., p. 
462). The validity of the note was disputed by 
the receiver of the North American Phonograph 
Co., upon the obvious ground that the corporation 
had had no right to endorse Lippincott’s note, 
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but was admitted in the compromise (Exh., 
fol. 432). Waiving all question as to the validity 
of the note for over $78,000 delivered to Thomas 
A. Edison during the presidevey of his representa- 
tive, Mr. Insull, it appears from the endorsement 
upon the note (Exh., fol. 433) and from defendant's 
exhibit, p. 462 that the entire capital stock 
of the Edison Phonograph Co. was deposited with 
Mr. Edison as collateral security for the payment 
of the note, “as per agreement of June 1, 1892” 
(Exh., fol. 483). When Mr. Edison became presi- 
dent of the North American Phonograph Co., and 
in the month of July or August, 1894, prior to the 
appointment of the receiver (Exh., fols, 403, 1362), 
he caused the stock of the Edison Phonograph Co. 


to be sold (for $10,000!) and on August 21, 1894, | 


the very day of the appointment of the receiver, 
he caused a bill of sale of the stock of the Edi- 
son Phonograph Co. to be made to himself. Mr. 
Edison so states over his own signature (Record. 
Hardin, fol. 653). It will be remembered that the 
receiver was appointed upon a bill of complaint of 
which the affidavit of Mr. Edison, verified August 
15, 1894, formed a part (Exh., fol. 1370). Such 
was the manner in which President Thomas A. 
Edison sought to secure for himself the legal title 
to the stock of the Edison Phonograph Co., and 
with it the control of all his patents for inventions 
made prior to August 1, 1888, for which Lippincott 
had paid him $500,000 in addition to the making of 
the two contracts of August 1, 1888 (Exh., fol. 
550). ‘This transaction did not bear the scrutiny 
of a Court of Equity, and the Court of Chancery 
of New Jersey, upon the objection of the receiver 
(Record, fol. 353) and of the creditors and stock- 
holders of the company (Exh., fol. 379) directed 
the receiver, on May 6, 1895, to “obtain from said 
Edison a formal waiver in writing of all interest 
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derived in virtue of the sale aforesaid of the afore- 
mentioned pledged stock” (Exh., fol. 407). Mr. 
~ ’ Edison made and signed the formal waiver, dated 
May 6, 1895, and delivered it to the receiver 
(Record, Hardin, Q143 to 146, pp. 217, 218, where 
the original waiver was produced and is set out in 
| the record). 
What else is it that Mr. Edison did for the North 
American Phonograph Co. of which he obtained 
control and of which he became president? Thomas 
R. Lombard, the first president and then the vice 
president and general manager of the North Ameri- 
can Phonograph Co., testifies as follows (Record, 
bs a Lombard, Q96, p. 470) : - 


bE ‘Why, shortly before Mr. Lippincott’s sickness 
a bill came from the Edison laboratory for a very 
large amount. I don’t remember just the exact 
amount, but I do very well remember how panie- 
ww q , stricken we were at receiving it, as we had not had 
% any idea that there was any such claim against 

us. I called Mr. Lippincott’s attention to the fact _ ‘ 
that I thought it was exorbitant and unfair, un- 
: just, and it came up with Mr. Edison and we called 
~~ for an itemized statement, which was finally given 
us, and the claim was that this covered experi- 
mental accounts in the laboratory for improve- 
,) : ments and so forth, and I remember my contention 
et was that experiments should only be conducted 

when requested by, us, and the matter was unad-— 

justed and never satisfactorily settled: during Mr. 
Lippincott’s active connection with the company, 
and after he was taken sick the matter was never 
brought to me, to my attention, for any action, 
and I confess that I don’t know now how it finally 
~ a was settled, excepting that there was an action 
taken by the board of.directors of the North Amer- 
x ican Phonograph Company after Mr. Edison—or 
possibly it was Mr. Insull’s presidency, I won’t 
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be sure which—by which a large bond issue was 
made to satisfy various creditors of the company, 
and I think that account was settled for by Mr. 
Edison by the bonds, but I am not sure about that 
—by a portion of the bonds.’ 

On eross-examination by defendant’s counsel, 
Mr. Lombard stated (Record, Lombard, XQ302 to 
303, p. 507), that according to his recollection the 
bill above mentioned came from the Edison lab- 
oratory, and was sent in by Mr. Edison personally. 
Mr. Lombard is supported by the books of the 
North American Phonograph Co., produced by de- 
fendant, and set forth in defendant’s exhibits, p. 
462, whereby it appears that bills for experimental 
purposes amounting to over $68,000 had been ren- 
dered to the North American Phonograph Co. by 
the Edison laboratory, and credited during Mr. 
Insull’s presidency to Mr. Edison’s persdnal ac- 
count. The significant feature about this transac- 
tion is that Mr. Lippincott and Mr. Lombard re- 
garded ‘the bill as exorbitant, unfair and unjust, 
and that no settlement of the account was arrived 
at until Mr. Edison obtained control of the com- 
pany, and Mr. Insull became president, represent- 
ing his interests. 


It appears, furthermore, from defendant’s 


exhibits, p. 462, that on March 30, 1891, 
the Edison Phonograph Works had rendered 
an exorbitant bill exceeding $290,000, for which 
suit was afterwards begun, and which was compro- 
mised by the Edison Phonograph Works for about 
one-half of the claim, namely, $146,000, in April, 
1892, during the presidency of Mr. Tnsull, and the 
control of the company by Mr. Edison. Whether 
the bill was just or not for $146,000 does not t ap- 
pear. ~The statement in the books does ‘show, | how- 
ever, that the bill originally rendered was admitted- 


ly unjust. jetta 
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Referring again to defendant’s exhibits, p. 462, 
and bearing in mind the circumstances shown by 
the testimony in this suit as above explained, it 
appears that in May, 1892, during the presidency 
of Mr. Insull who represented Mr. Edison’s inter- 


ests, there were admitted upon the books of the 


North American Phonograph Co. the disputed and 
exorbitant bill for experimental purposes rendered 
by Mr. Edison personally from the Edison labo- 
ratory and amounting to $68,598.29, the disputed 
bill of the Edison Phonograph Works for $290,- 
273.30 compromised after suit begun at $146,000, 
the disputed note for 878,518.37, together with the 
pledge of all the capital stock of the Edison Phon- 
ograph Co. as security for the note, and two notes 
transferred by the Edison Phonograph Works to 
Thomas A. Edison, amounting to $10,653.33. In 
addition, it appears from defendant’s exhibits at 
said p. 462 that an expenditure of $500 in cash 
and an obligation of $22,000 was incurred by the 
North American Phonograph Co. for the purchase 
of 150 shares of the capital stock of the Edison 
Phonograph Co., known as the Hemenway stock, 
and referred to in the contract of June 28, 1888, 


_ between Edison and Lippincott (Exh., fol. 547), 


to the end, forsooth, that the entire capital stock 
of the Edison Phonograph Co. might be 
deposited with Thomas <A. Edison — and 
pledged as _ security for the payment 
ment of the disputed note aforesaid for $78,518.37. 
The price paid for the Hemenway stock ($22,500 
for 150 shares) was $150 per share, or 50% above 
par. The par value of the Edison Phonograph 
Company stock was $1,200,000 (Exh., fol. 322). 
Thus upon the books of the North American Phono- 
graph Co. in May, 1892, while Mr. Edison had con- 
trol of the company, there was established an in- 


debtedness of the company to and for the benefit 
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. of Mr. Edison, aggregating $325,770.99. This being 


the situation, how did Mr. Edison take advantage 
of it, and what did he do in the interest of com- 
plainant and of the North American Phonograph 
Co., which he controlled, and of which he soon be- 
came president? It appears that he caused bonds 
of the North American Phonograph Co. to the 
amount of $247,000 to be issued in payment of the 
accounts aforesaid, excepfing, however, the note 
for $78,518.37, which was left outstanding secured 
by all the stock of the Edison Phonograph Co. 
Bonds to the amount of $79,000 were issued to 
Thomas A. Edison, bonds to the amount of $146,- 
000 were issued to Edison Phonograph Works, a 
corporation of which Mr. Edison was president, 
and of which he owned the controlling interest, and 
bonds to the amount of $22,000 were issued in part 
purchase of the Hemenway stock. The total issue 
of bonds in May, 1892, amounted to $300,000, bear- 
ing 6 per cent. interest, amounting to $18,000 a 
year (Def’s Record, Walcutt, fol. 1274; Exh., fol. 
1356, Aff. of Edison). Thus all the patents—the 
valuable assets—of the company were in Mr. Edi- 
son’s hands, and a bonded indebtedness was created 
in favor of Mr. Edison upon the basis of which the 
company was soon to be thrown into the hands of a 
receiver upon Mr. Edison’s demand. The note was 
payable ten days after demand. 

Mr. Insull -was elected to the presidency toward 
the close of 1891 (Def’s Record, Waleutt, fol. 1280). 
For ten months prior to that time, under the man- 
agement of Mr. Lombard, the North American 
Phonograph Co, was doing a good business and had 
a good surplus in its treasury (Record Lombard, 
fol. 1584). The offices of the company had been 
moved over to Jersey City, the exorbitant charges 
of the Edison Phonograph Works for repairs had 
been obviated because the North American Phono- 
graph Co. made its own repairs; the accounts with 
the Edison Phonograph Works were settled in cash 
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at the end of each week, and all current expenses 
of the company were paid (Record Lombard, fol. 
1582-1584-1420). The company had a good sum to 
the surplus (Record Lombard, fol. 1420, 1584). 
‘After Mr. Insull became president the offices were 
again moved over to New York (Record Lombard, 
fol. 1421), and during the presidency of Mr. Edison 
it maintained an expensive office in the City of New 
York, paid large amounts in salaries, was expen- 
sively conducted, and daily running deeper into 
debt, as Mr. Edison himself states in his affidavit of 
August 15, 1894 (Exh., fol, 1369). 

Some time during the year 1892, a few months 
after Mr. Insull became president, Mr. Edison 
ealled for Mr. Insull’s resignation, whereupon Mr. 
Insull resigned, and Mr. Edison, at his own wish, 
was elected president (Record, Lombard, fol. 1422, 
1531). It was during the presidency of Mr. Edison 
that the North American Phonograph Co. entered 
into the so-called suspension agreements with the 
local phonograph companies (Record, Lombard, 
fol. 1899, 1401), whereby the local companies 
for a_ period: of two years, gave up 
their business organizations and _ granted 
to the North American Phonograph Co.,, 
upon the payment of royalty, the right to do busi- 
ness within their respective territories until July 
1, 1895. Mr. Lombard states that after confer- 


ences with Mr. Edison (Record, fol. 1398) he “went - 


to the meeting of the National Phonograph Asso- 
ciation, together with Mr. Tate, and _pre- 
sented that idea to them” (Record, fol. 1399). 
The suspension agreement was made with 
nearly all of the local phonograph companies (Rec- 
ord, Lomhard, XQ348, p. 515). The suspension 
agreements were like Complainant’s Exhibit 22 
(Record Lombard, Q99, p. 471), and they provided 
that the North American Phonograph Co. should 
purchase “the stock of supplies and appliances ap- 
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pertaining to the phonograph, and now on hand 
in the possession of and belonging to” the local 
phonograph companies (Record Lombard, Q100, p. 
472). This cost the North American Phonograph 
Company a good many thousand dollars (Record 
Lombard, Q101, p. 472), and large payments were 
being made by the company all ike time (Record 
Lombard, Q103, p. 473). 

Thus, during the presidency of Mr. Insull ‘ons the 


_ presidency of Mr. Edison, the funds of the North 


American Phonograph Co. were exhausted (Exh., 
fol. 1369) and the company was unable to meet the 
interest on its bonded indebtedness of $300,000 
(Exh., fol. 1356 to 1360, Aff. of Edison; Def’s Rec- 
ord, Walcutt, fols. 1273-1274). “For a year or so,” 
says Mr. Walcutt, “the company was able out of its 
earnings to pay the $18,000 per year of interest on 
the bonds,” but “it was finally unable to do so and 
the receiver was appointed upon the demand of one 
of the bondholders” (Def’s Record, Walcutt, fol. 
1274). Mr. Edison, in his affidavit of August 15, 
1894 (Exh., fol. 1370) tells us that the bondholder 
who made the demand which led to the appointment 
of the receiver of the North American Phonograph 
Co. was Thomas A. Edison (Exh., fol. 1356-1360). 
At the time of the demand, Mr. Edison personally 
had become the holder of $220,000 of the bond 
issue of $300,000 (Exh., fol. 1358). In the same 
affidavit, Mr. Edison, with the obvious assistance 
of the North American Phonograph Co. (Exh., fol. 
1359), which he then controlled, eagerly spelled out 
the insolvency of the company, in order that upon 
his demand and application a receiver might be ap- 
pointed. By the suspension agreement, it will be 
remembered, the local companies had been induced. 
to give up their business organizations and suspend 
the exercisee of their rights. The field ras clear. 
Such, then, was the attitude of Themas A. Edison 
toward the North American Phonograph Co. and 
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the local Phonograph Companies up to the time 
that he caused the appointment of the receiver of 
the North American Phonograph Co. Although 
Mr. Edison promised Mr. Lombard faithfully that 
an improved machine would be provided (Record 
Lombard, fol, 1423) ; that a machine to be run by 
spring-motor power would be provided (Record 
Lombard, fol. 1423); and although upon the 
strength of Mr. Edison’s promises Mr. Lombard 
had made promises to the local phonograph com- 
panies (Record Lombard, fol. 1424) there were no 
improvements whatever provided by Mr. Edison 
(Record Lombard, Q109, p. 475; Andem, fol. 1733; 
Exh., fol. 107, Aff. of Edison; Def’s Record, -Wal- 
eutt, fol. 1292). .Complainant’s Exhibits 114 and 
115 (Exh., pp. 396, 399) show that Mr. Edison with- 
held from the North American Phonograph Co. the 
assignment of the patents for improvements to 
which the company was entitled, and which the 
company did not obtain until by virtue of the com- 
promise and the orders of the Court of Chancery 
Mr. Edison and the Edison Phonograph Co. were 
compelled to make an assignment of the patents to 
the receiver. Complainant’s Exhibit 132 (Exh., p. 
459, et seq.) being forty-seven patents for inven- 
tions of Thomas A. Edison relating to the phono- 
graph, which according to the _ testi- 
mony of  defendant’s witness Schermer- 
horn (Def’s. Record, Schermerhorn, fols. 558 to 
568) and to the testimony of complainant’s 
witness Gilmore (Record Gilmore, fol. 1192 to 
1206, 1299 to 1301) and to Complainant’s Exhibits 
19 and 20 (Exh. pp. 63, 64) are in use by Mr. Edi- 
son, the Edison Phonograph Works and the Na- 
tional Phonograph Co., to-day, shows that prior 
to the time, August 21, 1894, when the receiver of 
the North American Phonograph Co., was ap- 
pointed, Mr. Edison had made valuable improve- 
ments. upon the phonograph, which according to 
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the testimony above set forth had not been fur- 
nished to the North American Phonograph Co., and 
complainant. P 
We have seen how the receiver of the North Amer- 
ican Phonograph Co., and the Court of Chancery 
of New Jersey forced Thomas A. Edison, Edison 
Phonograph Co., and the Edison Phonograph 
Works to respect, to restore and to perfect up to 
that time the rights, property and assets of the 
North American Phonograph Co. We have also 
seen how, after the compromise induced by suits 
brought by the receiver and the orders of the Court 
of Chancery and after the purchase by Mr. Edi- 
son of the assets of the North American Phono- 
graph Co., Mr. Edison and the National Phono- 
graph Co., sought to free themselves from the moral 
and legal obligation of the rights previously con- 
veyed by the North American Phonograph Co. to 
complainant and its predecessors. In his affidavit 
of Jan. 23, 1896 (Exh., fol. 384), referring to the 
sale of the assets of the North American Phono- 
graph Co., then appointed for Feb. 8, 1896, Mr. 
Edison said: “I expect to, bid for this property and 
expect to secure it.” On Jan. 25, 1896, Mr. Edison’s 
counsel, Howard W. Hayes, incorporated National 
Phonograph Co. (Exh., fols. 175-176). Mr. Edison 
testifies that he was present at the sale by the receiver 
of the assets of the North American Phonograph 
Co. (Record Edison 0406, p. 84); that Howard W. 
Hayes was authorized by him to bid in Mr. Edi- 
son’s name for the assets (Record Edison Q394, p. 
82); that he, Mr. Edison. “was after the patents” 
‘(Record Edison Q397 to 401, p. 82); that “it was 
a complicated arrangement, a whole lot of contracts 
and papers” (Record Edison Q400, p. 83) ; that the 
patents were transferred in his interest (Record 
Edison Q302, p. 83) ; that he doesn’t remember just 
how Mr. Haves did it (Record Edison Q411, p. 


Raymond R. Wile: 
Research Library 


ae 


113 


84); that Mr. Ott had been’ employed 
by Mr. Edison’ personally for twenty- 
five years (Record, Edison, Q416,  p. 
85). Clearly, the “complicated arrangement” the 
“whole lot of contracts and papers” to which Mr. 
Edison refers in his testimony was an arrangement 
which had for its purpose and intent the creation 
of this defendant, National Phonograph Co., as a 


Phonograph Co., and be free, if possible, from the 
rights of complainant and the other local phono- 
graph companies. Is it possible to attribute any 
other purpose or intent to the conveyance to Ott 
(Exh., fol. 228), of all the contracts made by the 
North American Phonograph Co., with the local 
phonograph companies, including those made with 


— complainant’s predecessors (Exh., fol. 253)? And 


is not the same purpose and intent disclosed by the 
agreement which Mr. Edison and the National 
Phonograph Co. caused Mr. Ott to make “to per- 
form the several stipulations, covenants and agree- 
ments made by the North American Phonograph 
Co. in and by the said contracts” (Exh., fol. 260)? 
Although Ott made the agreement, care was taken 
not to convey to him the patent rights and other 
assets whereby he could perform the agreement. 


_ If this was not the purpose and intent of Mr. Edi- 


son and the National Phonograph Co., why were the 
contracts made between the North American Phon- 
ograph Co., and the local phonograph companies 
separated from all the other assets of the North 
American Phonograph Co. and. conveyed to Ott 
as assets which “the National Phonograph Co. 
didn’t want” (Record Gilmore, Q110, p. 369)? 

It may be stated as a general principle that 
wherever there was an obligation of the North 
American Phonograph Co. or of Mr. Edison, that 
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obligation was put into the conveyance to Ott. 
Hence we also find in the conveyance to Ott the 
contract of August 1, 1888, between the North 
American Phonograph Co., Lippincott and Edison, 
whereby Edison agreed to assign to the company 
his patents for inventions made within 15 years 
subsequent to Aug. 1, 1888 (Exh., fol. 236). 

That the National Phonograph Co. succeeded to 
the business and good-will of the North American 
Phonograph Co., as well as to the patent-rights 
and other assets of that company does not admit 
of question. In the first place, the assets were bid 


ene £- and purchased by Mr. Edison “as a going con- 


(6 


2 


/. cern” (Exh., fols. 488, 451). (William E. Gilmore, 


\ president of the National Phonograph Co., testifies 


/as follows: 


Record p. 357, Q33. “After the Edison Phono- 
graph Works eeased to do business with 
John R. Hardin, receiver. of the North 
American Phonograph Company, he _hav- 
ing been discharged, as you have _ said, 
with whom, if anybody, did the Edison Phono- 
graph Works begin to do business? <A. I believe it 
was with the National Phonograph Company.” 


* * * * * * 


P. 389, Q214. “That is to say, in or about July, 
1895, the business done by the Edison Phonograph 
Works was done for John R. Hardin, receiver of 
the North American Phonograph Company, only? 
A. Yes, sir. 

Q215. How long did that situation continue that 
the Edison Phonograph Works did business as a 
fact for John R. Hardin, receiver of the North 
American Phonograph Company? <A. I don’t re 
member that. I presume that it continued up to 
the time that he turned over the business, to the 
best of my recollection. 


is. 
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Q216. Te whom did he turn over the business? A. 
To the National Phonograph Company.” 

* * * 7 * * * 

P. 391, Q. 223. “The fact is that, prior to the time 
when Mr. Hardin, receiver, turned over the busi- 
ness to the National Phonograph Company, sales of 
phonographs and supplies to the public and to local 
phonograph companies were made only by Mr. 
Hardin, as receiver, is that correct? A. That is 
my recollection of it; yes, sir.” 

* * * * * * 

P. 393, Q236. “Excepting then sales made by the 
Edison Phonograph Works for export out of the 
United States, and referring only to sales of phono- 


- graphs and appliances for use in the United States, 


it is the fact, is it not, that the Edison Phono- 
graph Works sold only first to the North Amer- 
ican Phonograph Company, then to John R. Har- 
din, receiver, and subsequently to the National 
Phonograph Company? A. I believe that is so; 
yes, sir.” 

Mr. Edison testifies that he is president of the 
Edison Phonograph Works; that the Edison Phon- 
ograph Works has, ever since its incorporation, 
manufactured phonographs and supplies for phon- 
ographs, and that the Edison Phonograph Works 
sells to no person or corporation in the United 
States other than the National Phonograph Co. 
(Record Edison Q88 to 95, p. 37). The 
testimony of defendant’s witness Schermerhorn 
shows that he has been connected with the Edison 
Phonograph Works since June, 1896, as assistant 
general-manager, having charge of manufacturing 
(Def’s. Record, fol. 483), and that during that time 
the Edison Phonograph Works has not made anv 
sales of phonographs or phonograph supplies for 
use within the United States to any person or per- 
sons other than the National Phonograph Co. 
(Def’s. Record Schermerhorn, fol. 524, 553). Fur- 
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thermore, since the conveyance of the assets of the 
a North American Phonograph Co., by the receiver 
” : under the instructions of Mr. Edison to the Na- 
: tional Phonograph Co., Mr. Edison has, as appears 
from Complainant’s Exhibits 119, 120, 121 and 
122 (Exh., pp. 408 to 414), assigned to the National 
Phonograph Co., patents for inventions and im- ‘. 
provements relating to the phonograph obtained by 
him and issued since he purchased the assets of 
the North American Phonograph Co., in February, 
4 1896. In addition, as appears from Complainant’s 
j . Exhibit 14 (Exh., p. 55), Mr. Edison, as president 
4 of the Edison Phonograph Co., on April 2, 1900, 
- 4y licensed the National Phonograph Co. to exploit 
and sell the inventions set forth in numerous of 
his patents relating to the phonograph “subject, 
however, to any manufacturing rights heretofore 
acquired by the Edison Phonograph Works under 
a any of the said patents” (Exh., fol. 165). The en- San, 
a . tire capital stock of the Edison Phonograph Co., ' 
‘Ss 12,000 shares, purchased by Mr. Edison from the 
a receiver of the North American Phonograph Co., 
4 was assigned by Mr. Edison to the National Phon- 
a ograph Co. (Record, Randolph, Q205-211, p. 182). ‘ 
= a William E. Gilmore, president of National Phono- 
4 graph Co. states (Record, Gilmore, fol. 1259) ; 


hae eR SERS ACSC ET TENN e Ce em Best fee Nh thm oo Ame 


“Since its organization, the National Phon- 
ograph Company has employed experts, the 
principal one among whom is Mr. Thomas A. 
; Edison, to make experiments and inventions 
a in matters relating to phonographs and phon- 
ograph records and appliances and phonograph 
supplies. It has paid to Mr. Edison and to 
others large sums of money for experimental 
rv 5 , work of this character and for services of this ! 

_ kind. It has also acquired from Mr. Edison in- 
; terests and licenses of various character in dm 
respect to inventions made by Mr. Edison con- 
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nected with the phonograph art, some of which 
inventions are covered by patents and some 
are not.” 


Without question, therefore, the National Phon- 
ograph Co., is the successor of the North American 
Phonograph Co. and is bound by the contracts made 
between the North American Phonograph Co. and 
complainant. Judge Morris and the Circuit Court 
of Appeals have so held in the Rahley case quoted 
supra, at pp. 19, 20. The National Phonograph 
Company acquired the assets and business of the 
North American Phonograph Co. subject to the 
contract rights of complainant. Judge Bradley 
and the Court of Appeals so held in the Whitson 
case quoted supra at pp. 12, 16. 

_ The National Phonograph Co. is a mere corpor- 
ate entity organized for the purposes of Mr. Edison 
above set forth and inseparately connected with 
Thomas A. Edison, the Edison Phonograph Works 
and the Edison Phonograph Company. The Nation- 
al Phonograph Co. is the Edison Phonograph Co. 
since it owns every share of the stock of that com- 
pany (Record, Randolph, Q205-211, p. 182). Mr. 
Edison is president of the Edison Phonograph Co. 
and of the Edison Phonograph Works (Record, 
Randolph, Q140-148, p. 175). John F. Randolph 
is secretary and treasurer of all three companies, 
National Phonograph Co., Edison Phonograph Co. 
and Edison Phonograph Works (Record, Randolph 
Q36, p. 162; Q140-143, p. 175) and is private sec- 
retary for Mr. Edison (Record, Randolph Q1, p. 
159). William E. Gilmore, president and general 
manager of National Phonograph Co. is also gen- 
eral manager of the Edison Phonograph Works 
(Record, Gilmore, Q2, p. 353), and is a director in 
all three of the foregoing Edison Companies (Rec- 
ord, Randolph, folios 487, 523). John R. Scher- 
merhorn, is assistant general manager of the Edi- 
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son Phonograph Works and of the National Phon- 
2 ograph Co. and has had charge of manufacturing 
~ af for both companies since June, 1896 (Def’s. Record, 
a Schermerhorn, folios 483, 509, 547, 548). Mr. Edi- 
oa ’ gon also testifies to the identity of management of 
- the Edison Phonograph Works and National Phon- 
ograph Co. (Record, Edison Q459-478,p. 91). All Bi 
three companies hold their meetings in Mr. Edison’s 
laboratory (Record, Randolph, folios 483, 484) 
where experimental work is done for Edison Phon- 
ograph Works and National Phonograph Co. (Rec- 
ord, Randolph, folios 485, 486). The identity of 
: interest and of action which has always existed be- 
S ee tween Mr. Edison and the three corporations men- 

a tioned is further shown by the testimony of Edison, 

3 Randolph, Gilmore, Dyer, Fahnestock and Scher- 
merhorn. The testimony of Mr. Dyer shows the 
absolute control of Mr. Edison over the National 
Phonograph Co. (Def’s. Record, Dyer, folios 347, 

365, 366,371, and the entire testimony of Mr. Dyer) ; 
so does that of Mr. F'ahnestock (Def’s. Record, 
Fahnestock, XQ210-230, p. 67). 
~ We have seen from the decisions of the courts ; 
: 3 above quoted at pages 80-85 of this brief, that ‘‘the \- 
~ & doctrine of laches is an equitable principle, which 
tJ is applied to promote and never to defeat justice;’’ 
2 and that the principle of Jaches has no application 
‘% y toa situation where defendants have entered upon 
N an ‘‘undertaking in open and known hostility to 
~ . \. the complainant, and in reliance, not upon his ac- 
- : quiescence, but upon their ability to defeat him in 
y a legal contest.’’ But, in view of the facts dis- 
> closed by this record, showing that defendants, 
with knowledge of what was right and with purpose 
4 to defeat it, have attempted to deprive com- 
~ ’ Me plainant ofits rights and franchises, it is pertinent 

q a) here to state the decision of the Supreme Conrt 

ad v in Sazlehner v. Eisner & Mendelson Co., 179 U. » 
S., 19, where it was held that ‘‘to establish the 
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defence of abandonment, it is necessary to show 
not only acts indicating a practical abandonment, 
but an actual intent to abandon’? (p. 31); and 
that in cases of actual fraud the court has ‘‘re- 
peatedly held, notably in the recent case of Jfc- 
Intyre v. Pryor, 173 U. S., 38, the principle of 
laches has but an imperfect application, and de- 
lay even greater than that permitted by the 
statute of limitations is not fatal to the plaintiff’s 
claim. We have only to refer tou the cases ana- 


lyzed in that opinion for this distinguishing - 


principle that, where actual fraud is proven, the 
court will look with much indulgence upon the 
circumstances tending to excuse the plaintiff from 
a prompt assertion of his rights. Indeed, ina case 
of an active and continuing fraud like this (the 


‘imitation for ten years of another’s label) we 


should be satisfied with no evidence of laches that 
did not amount to proof of assent oracquiescence”’ 
(p. 38). 

With reference to the statute of limitations the 
Circuit Court of Appeals, in /de v. Carpet Co., 
115 Fed., 137, quoted supra, at p. 83 of this brief, 
said: 


‘“‘While Courts of Equity usually apply the 
doctrine of laches by analogy to the statute of 
limitations of similar actions at law, that rule has 
no application to this suit because the trespasses 
of the defendants for which the complainants now 
seek relief have been continuous and are still con- 
tinuing, and no bar to a recovery of all the 
damages which have resulted from them within 
five years of the commencement of the action, or 
the issue of an injunction to prevent their con- 
tinuance, has arisen even under the Statute of 
Illinois.’’ 
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id In McLean v. Fleming, 96 U. S., 245, 253, it is 
said: 


~ ‘4 ‘Equity Courts will not, in general, refuse an 
4 ~ injunction on account of delay in seeking relief, 
4 where the proof of infringement is clear, even 
s though the delay may be such as to preclude the 
‘party from any right to an account for past » 
profits.”’ Injunction was, therefore, granted after 
~ 4 , 20 years’ delay in bringing suit. 
Under §382 of the Code of Civil Procedure of 
a New York, an action to recover damages for an 
injury to personal property may be begun within 
siz years. If this action does not fall under that 
section then the limitation would be ¢en years 
i under §388. This action was begun on January 
23, 1901, within less than jive years after the in- 
corporation of defendant National Phonograph Co. 
“a * on January 25, 1896, and the purchase of the 
By : assets of the North American Phonograph Co. on 
February 8, 1896, by Mr. Elison, and within less 
. than ¢hree years after the interviews of 1898 and 
if the opening of a store in New York by National 
Phonograph Co. on May 1, 1898. 
The evidence shows that under the authority 
oY given by Mr. Edison to the North American ¥ 
g Phonograph Co., 32 local phonograph companies | 
4 were organized to exploit the phonograph (Record, 
4 Lombard, fol. 1370, 1371; Exh., fol. 368, Aff. of 
Edison; Def’s. Record, Andem, fol. 1110). These 
local phonograph companies paid nfllions of dol- 
lars for their rights, yet not one of them is to-day 
doing business in phonographs and phonograph 
supplies, and only one, the Columbia Phonograph 
Co., is able at all to do busiuess to-day because it 
sand always bas been closely affiliated with the 
‘American Graphophone Uo. (Def’s. Record, Dyer, 
fol. 4831 to 439; Def's. Record, Audem, fol. 1111 
to 1118). Was it daches that put out of business » 
in 1896 thirty two corporations organized and con- 
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ducted by competent business men of large means? 
Or was it the conduct of Mr. Edison, the inven- 
tor, the manufacturer, and the successor in 1896 
of the North American Phonograph Co., upon 
whose integrity and good faith the failure or suc- 
cess of the entire phonograph enterprise rested ab- 
solutely? The testimony shows an enormous 
growth and development of the business done 
since 1896 with improved phunographs and sup- 
plies (Def’s. Record, Schermerhorn, pp. 116-193). 

Immediately upon the acquisition by Mr. Edison 
and the National Phonograph Co. in February, 
1896, of the assets, rights and business of the 
North American Phonograph Co., subject to 
the rights of complainant and the other local 
phonograph companies, Mr. Edison and the 
National Phonograph Co. began to sell phono- 
graphs and supplies therefor throughont the 
United States irrespective of the rights of com- 
plainant and of the other local phonograph com- 
panies. Upon this point, defendant’s witness Mr. 
Dyer, counsel for Mr. Edison for many years and 
for National Phonograph Co. since its organization 
(Defendant’s Record, Dyer, Q2, p. 116) testifies 
(Defendant’s Record, p. 142): 


““XQ74. You do know that National Phono- 
graph Co. began to sell phonographs and supplies 
therefor throughout the United States, irrespective 
of any rights possessed by the local phonograph 
companies, do you not?) A. It is my understand- 
ing that it did so when it began to actively do 
business. My uncertainty is asto just when it 
began to do business actively.’ 


That the National Phonograph Co. at once began © 


doing business within the State of New York in 
the early part of 1896 irrespective of the rights of 
New York Phonograph Co. and against its protest 
made to Mr. Edison by the letters of February 10th 
and 21 of 1896 appears from the following three 


| 
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letters, being Complainant’s Exhibits No. 73 (Ex- 
hibit, p. 345), No. 143 (Record, p. 672) and No. 
144 (Record, p. 673). The first of the following 
three letters, the one dated March 10, 1896, was 
written by Mr. Gilmore as manager of Edison 
Phonograph Works, but, as he testifies on behalf 
of National Phonograph Co. (Record, Gilmore, Q. 
220, p. 390). The letters are as follows: 


‘“Edison Phonograph Works. 
Orange, N. J., March 10th, 1896. 


Messrs. Walcutt, Miller & Co., 
53 East 11th Street, N. Y. 


Gentlemen: 


We duly received your favor of February 29th 
instructing us to cancel yonr order for eight (8) 
‘“M’’ phonographs to be shipped to Philadelphia. 

The demand upon us for supply material has 
been so great that our stock is practically ex- 
hausted. We were shut down taking our in- 
ventory nearly all of last week, and as a result are 
somewhat behind in our orders. We do not ex- 
pect to have any automatics in stock in less than 
two (2) weeks time. 

Regarding orders for material, the writer will 
have to discuss this matter with you before we can 
accept same, as there are certain legal complica- 
tions which we are advised by counsel are still in 
force and effect. 

Yours very truly, 
W. E. Gilmore, 
General Manager. 


WEG/HBH., 
W., M. & Co.” 
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‘‘National Phonograph Co., 
Orange, N. J. 


Orange, N. J., May 6th, 1896. 


E. F. Leeds, Esq., 
Messrs. Walcutt & Leeds, 
53 East 11th Street, N. Y. 


Dear Sir: 


Answering your letter of the 2d, we desire to 
say that we will have 1000 blanks ready for you 
Saturday morning. We can give you 1000 blanks 
per week right along, and if possible will try to 
increase this amount. 

We have yours of the 4th, ordering 5000 ad- 
ditional blanks, for which please accept thanks. 
We note your complaint as to blanks developing 
a white coating. We will look into this and en- 
deavor to obviate same in future. We will send 
you in fifty (50) automatics on the 7th inst. 

Yours very truly, 
' W. E. Gilmore, 
+. ° e 
President.”’ 


‘‘National Phonograph Co., 
Orange, N. J. 


Orange, N. J., May 11, 1896. 


E. F. Leeds, Esq., 
c/o Messrs. Walcutt & Leeds, 
53 East 11th St., N. Y. 


Dear Sir: 


We have your favor of the 7th, and in reply 
would say that we shall have 2000 blanks ready 
for you on Wednesday, the 13th. We are increas- 
ing our production gradually and hope to be able 
to yive you more than a thousand (1000) blanks 
per week in, say, about two (2) weeks’ time. We 
have had some very large orders for blanks placed 
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with us recently and our capacity has been taxed 
to its limit, and will be for two or three weeks to 
come. 
Yours very truly, 
W.S. Mallory, 
Ww. 
President.’’ 


As above stated on p. 78 of this brief, on Jan- 


ary 31, 1898, a committee of three, consisting of 


John P. Haines, William Fahnestock and Daniel 
F. Lewis, was appointed by New York Phono- 
graph Co. to confer with Mr. Edison (Record, 
Haines, fol. 871; Defendant’s Record, Fahnestock, 
fol. 107). As appears froin the correspondence set 
forth in the testimony of defendant’s witness Dyer 
the committee saw Mr. Edison at his laboratory in 
Orange, N. J., on Mach 14, 1898 (Defendant’s 
Record, Dyer, fol. 359). Full discussion was had 


between the members of the committee on the one © 


hand and Thomas A. Edison and William E. Gil- 
more on the other hand (Defendant’s Record, 
Fahnestock, fol. 200). Thus, as pointed out above 
ou p. 79 of this brief, there were present at the 
interview Thomas A. Edison individually and as 
president of Edison Phonograph Works and Edi- 


son Phonograph Co., and William E. Gilmore then 


and now president of National Phonograph Co. 
After discussion had between complainant's com- 
mittee and Messrs. Edison and.Gilmore, the com- 
mittee was by Mr. Edison referred to his counsel, 
Mr Dyer. On the day following the interview, 
Mr. Jessup, counsel for New York Phonograph 
Co., wrote to Mr. Dyer stating these facts, and re- 
questing him to appoint a day when the committee 


could call upon him in accordance with Mr. Edi- — 


son’s reqnest (Defenlant’s Record, Dyer, fol. 359). 
It appears from the correspondence had between 
Mr. Jessupand Mr Dyerin Marchand April, 1898, 
with reference to the subject matter of the inter- 
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view that on April 4, 1898, Mr. Dyer requested 
Mr. Jessup to furnish him with copies of the agree- 
ments made by the North American Phonograph 
Co. with complainant and its predecessors (De- 
fendant’s Record, Dyer, fol. 380) and that on 
April 5, 1898, Mr. Jessup sent to Mr. Dyer copies 
of the agreements of June 23, 1890, being the so- 
called ‘‘Agreement Extending License, &c.’’ of the 
Metropolitan Phonograph Co.; of October 12, 
1888, being the so-called ‘‘Rounding-up Agree- 
ment;’’ of July 1, 1893, being the ‘‘Suspension 
Agreement,’’ of June 13, 1889, being the so- 
called ‘‘Agreement Extending License, &c.’’ of the 
New York Phonograph Co.; and of October 12, 
1888 and February 6, 1889, being the original 
agreements between the North American Phono- 
graph Co. and complainant’s predecessors (Defend- 
ant’s Record, Dyer, fol. 377); and that on the same 
day, April 5, 1898, Mr. Dyer acknowledged re- 
ceipt of the copies of agreements and returned 
them to Mr. Jessup (Defendant’s Record, Dyer, 
fol. 381). The contemporaneous written corres- 
pondence proves, therefore, that the claims made 
by complainant in 1898 to Mr. Edison and to Mr. 
Dyer were based upon ail the contracts above 
specified including the agreements ‘‘extending 
license, &c.’” 

Mr. Dyer nowhere testifies that any claim was 
made by him or by Mr. Edison or National Phono- 
graph Co. that any particular one or more of the 
said agreements was not in full force and effect. 
Indeed, as above pointed out on p. 65 of this brief, 
not only Mr. Dyer, as counsel, but also National 
Phonograph Co., through its secretary and 
treasurer, Mr. Randolph, and Edison Phonograph 
Works, through its president, Mr. Edison, ex- 
pressly acknowledged the existence and continu- 
ance in force on October 9, 1896, of the rights of 
New York Phonograph Co. under the contracts 


Aeneas tent tt een itt earntttt 


captcha Lente eee Nh LL AEN ATT TTT ee 


Raymond R. Wile 
Research Librar 


4 


126 


above specified, in the two bills of complaint filed 
by them on that date, wherein they joined New 
York Phonograph Co. with them as a party com- 
plainant. Not only have Messrs. Haines, Fahne- 
stock and Lewis, who composed complainant’s 
committee, testified as to what took place at the 
interviews in 1898 with Mr. Edison and Mr. Dyer, 
but the contemporaneous written entry in the 
minutes of New York Phonograph Co. of the re- 
port of the committee made on June 3, 1898 to the 


- Board of Trustees of New York Phonograph Co. 


has been putin evidence’ The minutes of June 3, 
1898 were read into complainant’s record by Mr. 
Haines, at p. 291, and into defendant’s record by 
Mr. Fahnestock, at p. 26. Mr. Lewis testifies, 
after referring to the minutes, that he acted as 
chairman of the meeting of complainant’s 
Board of Trustees on June 3, 1898, at which Mr. 
Haines as chairman of the committee, made the 
report (Record, Lewis, RDQ124, 125, p. 558). 
The committee reported that asa result of their 
interviews with Mr. Edison and Mr. Dyer ‘‘Mr. 
Edison would be glad to deal with the New York 
Phonograph Co. on the same basis as with any 
other local agents, and that any agreement with 
Mr. Edison must be preceded by the establishment 
of its rights by the New York Phonograph Co’’ 
(Record, Haines, fol. 874; Defendant’s Record, 
Fahnestock, fol. 78). The committee also reported 
that ‘‘no satisfactory statement in regard to Mr. 
Edison’s future conduct was made by Mr. Dyer’’ 
(same references). Mr. Haines testified that ‘‘Mr. 
Edison stated to me in the presence of Mr. Lewis 
and Mr. Fahnestock that he would sell to the New 
York Phonograph Co. on the same basis as any 
other agents in New York’’ (Record, fol. 877); 
that the committee requested from Mr. Edison a 
statement from him as to his position, and in what 
manner he, as the successor of the North American 
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nt filed Phonograph Co., was going to treat the New York | 
d New \ Phonograph Co. (Record, Haines, fol. 878); that | 
y coin- 3 the committee claimed to Mr. Edison on behalf of 
Fahne- New York Phonograph Co. the exclusive rights | 
inant’s to the territory of New York under its contract 
at the ' with the North American Phonrgraph Co. (Record, 
Dyer, - ud Haines, fol. 878); that Mr. Edison referred the 
in the Bg committee to Mr. Dyer, with whom the committee 
he “re- had one or more interviews ‘‘in which he was . 
to the ; evasive and non-committal and very unsatis- | 
ph Co. factory’’ (Record, Haines, fols. 879, 880); that 
une 3, Mr. Dyer also said that Mr. Edison would be glad 
iy Mr. - to deal with New York Phonograph Co. on the 
ord_by same basis as with any other local agents, mean- 
tifies, . ing ‘‘any people who were at that time selling 
ted as phonographs and phonographic supplies in the 
nant’s territory of the New York Phonograph Co. 
th Mr. (Record, Haines, fol. 880); and that any agreement 
‘a the with Mr. Edison must be preceded by the establish- 
558). ment of its rights by New York Phonograph Co. 
their ; (Record, Haines, fol. 881). Mr. Fahnestock, in 1 
**Mr. his testimony, sets forth the details of the inter- 
York . view in accordance with the testimony of Mr. 
/ any . Haines, and in accordance with the contempora- 
with ¥ =f neous written records (Defendant’s Record, 
iment Fahnestock, fols. 76 to 79; 200 to 210). Mr. 
1 Co” Fahnestock testifies that he acted as secretary of : 
cord, the meeting of the Board of Trustees on June 3, X 
vorted 1898, at which the committee reported (Defend- 
> Mr. ; ant’s Record, Fahnestock, fol. 83). Mr. Fahne- 
dyer? stock testifies that Mr. Gilmore acted as an inter- 
‘Mr. locutor between Mr. Edison and thea committee 
Lewis (Defendant’s Record, fol. 201); that the committee 
» New asked Mr. Edison to continue giving supplies and | 
S any machines to New York Phonograph Co., and that 
872); Mr. Edison replied that he would treat them the 
ison a same as anybody else in the business (fol. 201); | 
what x» 4 that the committee told Mr. Edison that, inasmuch 
2rican : . as New York Phonograph Co., had paid $225,000 | 
w 
- . i 
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to him and contributed some of its stock, they did 
not consider that they were to be put on the same 
plane as other dealers (fol. 202); that Mr. Edison 
then told them that he wouldn’t treat them any 
different from anybody else, and told them that 
they had better establish their rights before they 
talked to him, and finally referred them to Mr. 
Dyer, his lawyer, to consider the same subject (fol. 
202); that they went to Mr. Edison because they 
understood that Mr. Edison had bought up the 
North American Phonograph Co., owned the 
National Phonograph Co., and was selling ma- 
chines and supplies to other parties in the New 
York territory, and so stated to Mr. Edison (fol. 
203); that the committee threatened to sue Mr. 
Edison if he continued to supply other people in 
the New York territory (fol. 203). Mr. Fahne- 


stock further testified as follows: ‘‘My recollection 


is, that we went over the entire ground and stated 
to Mr. Edison the position of our company from 
the start up to that time, emphasizing the fact 
that we were ready to do business and he was the 
only person that stood in the way, and we had 
tried every way to do business, and made this 
personal appeal to him’’ (fol. 204). Mr. Edison 
acknowledged to the committee the receipt by him 
of the letter sent l'ebruary 10, 1896, under the 
resolution of that date (fol. 205). Mr. Gilmore, 
president of the National Phonograph Co., re- 
ferred everything at the interview to Mr. 
Edison (Defendant’s Record, Fabnestock, 
fols. 206 to 210). Mr. Lewis, the third member of 
complainant’s committee, confirms the testimouy 
of Messrs. Haines and Fahnestock and the evidence 
of the contemporaneous written records (Record, 
Lewis, fol. 1626 to 1630). On cross-examination 
by Mr. Buckingham, defendant’s counsel, Mr. 
Lewis testified as follows: 
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**XQ80. But was it your impression that Mr. 
Edison wanted you to go into the business when 
you called on him at Orange in 1898? A. I don’t 
think I said so; on the contrary, I think my im- 
pression was that Mr. Edison did not expect any- 
thing of the kind. 


XQ81. So you did not understand that he 


wanted you to go into business? A. I was not so. 


impressed; on the contrary, I think he was as 
full of insincerity as anything I had ever wit- 
nessed.”’ 


It cannot escape the observation of the court 
that neither Mr. Edison nor Mr. Gilmore was 
called to contradict the testimony of Messrs. 
Haines, Fahnestock and Lewis with reference to 
what took place at the interview between the com- 
mittee and Mr. Edison in 1898. Mr. Fahnestock 


' was, moreover, defendant’s witness. Mr. Gilmore 


was called by complainant, and notwithstanding 
his presence in court, he was not cross-examined 
by defendant’s counsel with reference to the in- 
terview of 1898, at which he was present, and with 
reference to which Mr. Haines had <already testi- 
fied. The court will, therefore, accept without 
reservation the testimony of Messrs. Haines, 
Fahnestock and Lewis with reference to the inter- 
view of 1898 with Messrs. Edison and Gilmore. 

It is true that defendant’s witness, Mr. Dyer, 


undertook to testify asto his recollection of an | 


interview which, without the aid of any written 
memorandum whatsoever, he places as having oc- 
curred in 1896. Mr. Dyer says that the interview 
was had by him with Mr. William Fahnestock 
and Mr. John P. Haines (Def’s. Record, Dyer, XQ. 
52, 53, p. 138), but the fact is that neither Mr. 
Fahnestock nor Mr. Haines ever met Mr. Dyer 
prior to the interview had with him in the early 
part of 1898, as defendant’s witnesses Falnestock 
and Haines both testify (Def’s. Record Fahnestock, 
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RCQ390, p. 228; RDQ521, p. 248; Def’s. 
Record, Haines, ROQ124, p. 310). On February 
10, 1896, the secretary of New York Phonograph 
Co. reported to the trustees of the company 
‘“‘that the company had won its suit against John 
R. Hardin, receiver of the North American 
Phonograph Co.; also that Mr. Thomas A. Edi- 
son had purchased all of the assets of the North 
American Phonograph Co., including patent rights 
and good will of the company, which were sold as_ 


@ going concern” (Def’s. Record, Fahnestock, fol. 


198). Thereupon, New York Phonograph Co. 
wrote to Mr. Edison the letters of February 10 and 
February 21, 1896. At the same meeting of the 
Board of Trustees held February 10th, 1896, a 
committee consisting of the president, Mr. William 
Fahnestock and Mr. R. T. Haines was appointed by 
New York Phonograph Co. to call upon Mr. Edison 
(Def’s. Record,’Fahnestock, fol. 198), but the com- 
mittee was never able tomake an appointment with 
Mr. Edison in 1896 (Def’s. Record, Fahnestock, 
fols. 682, 689, 690, 699, 744; Def’s. Record, Haines, 
fols. 926, 928). The secretary of the company, Mr. 
Rs E. Haines, a member of the committee, was 
taken ill the latter part of February, 1896, or the 
first part of March, after he had written the letters 
to Mr. Edison, and was confined to his bed until 
the day of his death, April 3, 1896 (Def’s. Record, 
Haines, fol. 926). Although the minutes of New 
York Phonograph Co. record the interviews of 
1898 with Mr. Edison and with Mr. Dyer, there is 
no mention in the minutes of any interview or con- 
ference with Mr. Edison or with Mr. Dyer had in 
1896 (Def’s. Record, Fahnestock, KRCQ402, 403, p. 
230). Since Mr. R. T. Haines died shortly after 
writing the letters of February 10 and February 
21 of 1896 to Mr. Edison, and since the other two 
members of the committee uppointed in 1896 Mr. 
Fahnestock and Mr. John P. Haines never met 
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Mr. Dyer till the conference of 1898, it is clear that 
Mr. Dyer is mistaken in supposing that he met a 
committee of New York Phonograph Co. in 1896. 
The omission of defendant’s counsel to call Mr. 
Edison to support Mr. Dyer was a concession on 
the record that Mr. Dyer was mistaken. Upon 
the oral argument before the court, defendant’s 
counsel conceded that Mr. Dyer was mistaken. 
What occurred in 1896, in addition to the resolution 
of February 10, 1896, and the writing of the letters 
of February 10 and 21, 1896, was that National 
Phonograph Co. and Edison Phonograph Works, 
acting through Mr. Edison and My. Dyer, re- 
quested from ex-Judge Noah Davis, counsel for 
New York Phonograph Co., permission to join 
New York Phonograph Co as a party-complainant 
with them in the two suits filed October 9, 1898, 
against the graphophone interests (Record, Haines, 
fol. 1043; Def’s. Record, Fahnestock, fol. 102). 
The interviews to which Mr. Dyer referred were 
had in 1898. 

The evasiveness and insincerity of Mr. Edison 
and of Mr. Dyer at the interviews of 1898 are well 
reflected in the letter written by Mr. Dyer to Mr. 
Jessup on April 21, 1898 (Def’s. Record, fol. 365) 
in response to Mr. Jessup’s letter of April 19, 1898, 
requesting Mr. Dyer to communicate ‘‘the final de- 
termination to which you came after the further 
conference you said you would have with Mr. Edi- 
son’’ (Def’sS Record, fol. 375). In the letter of 
April 21, 1898, to Mr. Jessup, Mr. Dyer admitted 
that the phonograph was being sold within the State 
of New York by the National Phonograph Co. 
and stated that the National Phonograph Co. 
“would be glad to make an arrangement with your 
client based upon the assertion and maintenance 
of your client’s claims against the American 
Graphophone Co., and the Columbia Phonograph 
Co., which companies are selling graphophones in 
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this territory.’”” The expense of the proposed 
litigation was to be borne by New York Phono- 
graph Co., and ‘‘the terms of an arrangement with 
the National Phonograph Co.’’ were not to be 
formulated unless New York Phonograph Co. 
would undertake such litigation, and bear the ex- 
pense thereof (Def’s. Record, fol. 366). In other 
words, after Edison and Dyer had in 1896 be- 
trayed New York Phonograph Co. by the discon- 
tinuance of the two suits then brought against the 
graphophone interests, and by the license then 
given to the American Graphophone Co. under the 
Edison patents, all that Mr. Edison and the 
National Phonograph Co. were willing to propose 
in 1898 was that New York Phonograph Co. 
should at its own expense endeavor in their in- 
terest to exclude the American Graphophone Co. 
from doing business within the State of New 
York. The graphophone company was then doing 
business with the State of New York by reason of 
the wrongful license given to it by Edison and the 
National Phonograph Co. in 1896. 

Mr. Dyer asserted that the committee of New 
York Phonograph Co. did not want to go into 
business in 1896 or in 1898, but that the desire of 
the company was to sell its rights and franchises 
to Mr. Edison. Not only does the correspondence 
produced by Mr. Dyer in 1898 fail to disclose even 
the remotest suggestion of such a proposition, bat 
the letter of February 10, 1896, as well as the 
resolution of that date and the minutes of the re- 
port of the committee made June 3, 1898, of the 
interviews had with Mr. Edison and Mr. Dyer re- 
fute Mr. Dyer’s assertion. Mr. Dyer could pro- 
duce no written memorandum whatever to sub- 
stantiate his assertions, although he was par- 
ticularly requested so to do (Def's. Record, Dyer, 
fols. 452, 463). Mr. Haines, Mr. Fahnestock and 
Mr. Lewis show that Mr. Dyer’s testimony is in- 
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correct in nearly every part (Def’s. Record, Fahne- 
stock, fols. 682 to 705; Def’s. Record, Haines, fols. 
892, 893, 926 to 928; Compl’s. Record, Lewis, fo!s. 
1628 to 1635; 1670 to 1674). Messrs. Fahnestock, 
Haines and Lewis swear positively that neither the 
stockholders of New York Phonograph Co., nor 
the Board of Trustees, nor the executive committee 
of the company, nor they, nor any committee, 
officer or agent of the company, ever offered for 
sale any right or franchise of the company to Mr. 
Edison, to Mr. Dyer, to the National Phonograph 


Co., or to any other person or persons, and that 


the sole object and desire of the company always 
has been and is to do business within the State of 
New York in the full exercise and enjoyment of 
its rights and franchises (same references). 

That it was the clear purpose and intent of Mr. 
Edison to violate and to ignore complainant’s 
rights is evident from the fact that neither Mr. 
Edison nor the National Phonograph Co. ever 
notified the New York Phonograph Co. that a de- 
mand for phonographs or supplies existed in the 
State of New York at any time and never called 
upon New York Phonograph Co. to supply such a 
demand, and never offered to furnish to New York 
Phonograph Co. phonographs and supplies where- 
with New York Phonograph Co. might supply 
such a demand. Upon this main point, Mr. Dyer 
has testified as follows (Def’s. Record, p. 141): 

**XQ69. Did you, on behalf of National Phono- 
graph Co. or Mr. Edison, notify the New York 
Phonograph Co. that a demand for phonographs 
or supplies existed in the State of New York at 
any time, and especially in the spring cf 1896i A. 
I have no recollection of any such notice. 

XQ70. Did you, on behalf of ‘Thomas A. Edison 
or the National Phonograph Co., ever call upon 
New York Phonograph Co. to supply such a de- 
mand? <A. I have no recollection of any such call. 
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XQ71. Have yon any reason to believe that Mr. 
Edison or National Phonograph Co. ever gave such 
notice or made such a request to New York Phonc- 
graph Company? A. I do not recollect any such 
notice or request.’’ 


Upon this same important point, Mr. Fahnestock 
testifies as follows (Def’s. Record, p. 235): 


“RCOQ432. Has Mr. Thomas A. Edison or the 
National Phonograph Company, or any other 
person claiming to be the successor of the North 
American Phonograph Co., including Frederick P. 
Ott, ever notified New York Phonograph Co. that 
a demand for phonographs and supplies existed in 
the State of New York at any time since July 1, 
1895, or prior thereto, and requested, New York 
Phonograph Company to supply such demand? 
A. Never.’? (Def’s. Racord, p. 276,) ‘‘ROQ671. 
Now, suppose that in 1896 the New York Phono- 
graph Co., had been notified by Thomas A. Edi- 
son or by the National Phonograph Co, or by 


any other person that had succeeded to the 


rights of the North American Company, that 
a demand for phonographs existed within the 
State of New York, would not New York 
Phonograph Co. have been willing to supply 
such demand if notified thereof? A. It certainly 
would.”” 


Upon this same main point Mr. Haines has testi- 
fied (Def’s. Record, p. 298): 


“XQ99. Did New York Phonograph Co. in 1896 


refuse to enter upon or carry on the business of 


selling phonographs or supplies within the State of 
New York? A. It did not to my Kkuowledge; on 
the contrary, I know that the company was very 
anxious to enlarge and increase its business.”’ 


Upon this important point, the testimony of Mr. . 
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Lewis is to the same effect (Record, Lewis, RDQ 
119 to 123, p. 558). 

Under the tenth paragraphs of the contracts of 
October 12, 1888 and February 6, 1889 (Exh., fol. 
816, 722), as explained above on p. 61 of this brief, 
not unless after January 1, 1890, there should be 
within the State of New York a demand for phono- 
graphs,etc., not met by complainant, and not unless 
Mr. Edison or his company, National Phonograph 
Co., gave written notice thereof to complainant, 
and not unless complainant neglected for thirty 
days thereafter to meet such demand, could Mr. 
Edison or his company supply said demand within 
the State of New York, and then only to the ex- 
tent of such default, and so long only as such de- 
fault should continue, and ‘provided that course 
shall not interfere with the delivery to the party 
of the second part of the instruments, etc., under 
the terms of this agreement.’’ 

Hence it is clear beyond any question that Mr. 
Edison never did obtain the right toinvade the 
State of New York, because he never gave written 
notice of the existence of a demand for phono- 
graphs to complainant; because complainant never, 
after the giving of such notice under the contract, 
neglected for thirty days to meet such demand; 
because no default under the contract on com- 
plainant’s part ever existed, and because the 
supply of phonographs, etc., by Mr. Edison within 
the State of New York not only interfered with 
the delivery of phonographs, etc., to complainant, 
but was in direct conflict with the sole and ex- 
clusive rights of complainant under the coutract. 
It is clear from the provisions of the tenth 
paragraphs of the contracts that a failure 
on complainant’s part to meet a demand for 
phonographs, even if phonographs and supplies 


had been offered or furnished to it, could not 


be coustrued as a forfeiture of compluinant’s 
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tights. But in view of the defiance by 
these defendants of the contract rights of com- 
plainant, and because the defendants have them- 
selves prevented complainant from meeting the de- 
mand for phonographs and supplies within the 
State of New York, the contention that com- 
plainant has lost any right whatever under the con- 
tract shocks the sense of equity and justice. 

On May 1, 1898, immediately succeeding the 
visit to Mr. Edison on March 14th, 1898, and the 
conferences with Mr. Dyerin April, 1898, and in 
complete defiance and disregard of the rights and 
protests of New York Phonograph Co., Thomas 
A. Edison, the Edison Phonograph Works, and the 
Edison Phonograph Co., through the National 
Phonograph Co., opened a store within the City, 
County and State of New York (Record, Gilmore, 
(93438, p. 414). From this store as headquarters 
on May 2, 1898, the National Phonograph Co. sent 
outa circular (Exh. No. 80, p. 360), stating that 
it manufactured and sold under the Edison 
patents, and would hold every dealer and user of 
the apparatus manufactured and sold by it abso- 
lutely harmless. The National Phonograph Co. 
has maintained ever since May 1, 1898, and still 
maintains a store in the City of New York (Rec- 
ord, Gilmore, Q184, p. 382). As above shown at 
pp. 13 to 15 of this brief, National Phonograph 
Co., in defiance of New York Phonograph Co., 
has, since its organization, continuously main- 
tained and supplied jobbers and dealers in 
phonographs and phonograph supplies acting 
as its agents within the State of New 
York, and, in accordance with its agreement, 
has defended them in suits bronght against 
them by New York Phonograph Co. It was esti- 
mated in 1898 that it would cost $13,000 for New 
York Phonograph Co. to prosecute this suit 
against Mr. Edison (Def’s. Record, Fahnestock, 
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RCQ431, p. 235; RDQ659, p. 274; Q43, 44, p. 
28). In January, 1901, New York Phonograph 
Co. filed its bill herein against the four defen ants 
above named, and for three anda half years has 
been subjected to the enormous expense attendant 
upon the prosecution of this suit in equity to en- 
force its rights against these defendants. During 
the prosecution of this suit, defendants have en- 
deavored to destroy, and to secure the dissolution 
of complainant by an unsuccessful application to 
the attorney-general to bring suit therefor (Def’s. 
Record, Fahnestock, fols. 247, 248, 253); by an 
unsuccessful application to the Supreme Court, 
made after the denial of the same application by 
the attorney-general, for leave to begin suit for: 
such purpose, which application was first granted 
ex parte, and then denied after argument upon 
notice, the order denying the application being 
affirmed by the Appellate Division and the Court 
of Appeals (Def’s. Record, Fahnestock, fols. 270. 
271, 272, 713, 714); by an unsuccessful attempt to 
secure control of complainant through the purchase 
of large blocks of stock of complainant (Def’s. 
Record, Fahestock, fols 712, 267, 268); by un- 
successful attempts to secure control of the Board 
of Trustees of complainant in 1903 and 1904 (Def’s. 
Record, Fahnestock, fols. 255, 256, 257, 269, 270, 
707, 708, 709); by an unsuccessful motion to set 
aside the election of trustees in 1903 (Def’s. Record, 
Fahnestock, fols. 260 to 263); by a seizure of all 
the books and papersof complainant in the interest 
of these defendants (Def’s. Record, Fahnestock, 
fols. 41, 42, 263 to 266); by two unsuccessful 
motions made just previous to the election of 1904 
to prevent Mr. Fahnestock and New York Phono- 
graph Co. from voting at the election upon 1017 
shares of stock (Def’s. Record, Fahnestock, fols. 
709-711); by the bringing of four suits based on 
Edison patents to enjoin Leeds & Catlin Co. from 
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manufacturing phonograph supplies for com- 
plainant (Def’s. Record, Fahnestock, fols. 714-720, 
842); by inducing one Evans to bring suit against 
complainant upon an unfounded claim for salary 
(Def’s Record, Fahnestock, fols. 243-245); and at 
all times, both during and prior to the prosecution 
and bringing of this suit by refusing to recognize 
complainant’s sole and exclusive rights within the 
State of New York, and by refusing to supply com- 
plainant with phonographs and phonograph sup- 
plies, thereby preventing complainant from doing 
business and from realizing the profits to which 
complainant hag always been entitled, and for the 
right to which complainant paid the sum of 
$725,000 to the North American Phonograph Co., 
a corporation organized by Mr. Edison, and a cor- 
poration to the business and rights of which these 
defendants have succeeded. 


The Defense Interposed is not 
Serious. 


A consideration of the decisions of the courts in 
the cases set forth, swpra, beginning at p. 3 of 
this brief under the head of Prior Adjudications, 
is sufficient to show that it is not necessary further 
to discuss any question of law. The law of the 
case is established beyond controversy in favor of 
complainant. 

What is it, then, that is interposed as a defense? 
It is, first, that complainant and its predecessors 
are not now able and have not been able in years 
past to do business within the State of New York. 
Surely, it is not necessary seriously to consider 
this contention of the defendants. In the be- 
ginning of the business, Mr. Edison and the Kdi- 
son Phonograph Works either did not supply ma- 
chines at all or the machines supplied were not fit 
for commercial use. Complainanc invested thous- 
ands of dollars in an effort to lay the foundation 
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for the phonograph business within the State of 
New York. At the request of Mr. Edison com- 
plainant gave up its business organization and 
suspended the exercise of its rights fora period of 
two years from July 1, 1893 to July 1, 1895 in 
favor of the North American Phonograph Co., 
during which period complainant was compelled 
to enforce its rights to royalties by litigation 
against the receiver of the North American Phon- 
ograph Co. Subsequent to July 1, 1895, Mr. 
Edison and the National Phonograph Co. defied 
the claims and protests and have invaded the 
rights of New Yurk Phonograph Co., and have 
realized and kept for themselves the great profits 
derived in the State of New York from the bus- 
iness which devoloped with improvements and 
advances made in the manufacture of phonographs 
and supplies. New York Phonograph Co., was 
in 1896, and in 1898 and has always been and is 
to-day ready and anxious to exercise its sole and 
exclusive rights within the State of New York, 
and ‘“‘has been in a chronic state of wanting to do 
business”’ (Deft’s, Record, Fahnestock, fol. 680). 
What is it that Mr. Edison and his companies 
ever did or said to New York Phonograph Co., to 
enable it to carry on its business or to encourage 
it in the exercise of its rights and franchises? Did 
Mr. Edison inform New York Phonograph Co., 
of his purchase of the ussets of the North Amer- 
ican Phonograph Co., and of his intention to rec- 
ognize the rights of New York Phonograph Co. 
within the State of New York? Did Mr. Edison, 
in accordance with the request made in the letter 
of February 10, 1896, give instruction that no 
phonographs or supplies be sold or delivered for 
use in New York, except through New York 
Phonograph Co.? Did Mr. Edison offer to supply 


_ New York Phonograph Co. with phonographs and 


supplies in order that it might carry on its bus- 
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iness? Did Mr. Edison inform New York Phono- 
graph Co. of he improvements which from time 
to time he made upon the phonograph or of the 
improved machine which in his affidavit of Decem- 
ber 6, 1894 (Exh., fol, 107) he said he soon ex- 
pected to put upon the market? Have defendant’s 
counse] shown that Mr. Edison did any of these 
things? On the contrary, between February 8 
and February 18, 1896, and upon the whiting 
and receipt of the letter of February 10, 1896, 
Mr. Edison and his companies devised the sepa- 
ration of the assets of the North American Phon- 
ograph Co. and the conveyance to Ott, and every- 
thing that Mr. Edison did, both prior and subse- 
quent to the conveyance to Ott, accords fully 
with the purpose and intention disclosed by the 
conveyance to Ott. 

The next defence interposed is the allegation 
set up by the American Graphophone Co. in the 
Helm snit to the effect that New York Phono- 
graph Co. has had no place of business in the 
City, County or State of New York. In the first 
place, the allegation is false, and was by the Amer- 
ican Graphophone Co. known to be false. The 
other allegations made by the American Grapho- 
phone Co. in itsanswer to the Helm suit were like- 
wise false, and known to be false. But under 
what theory of the law of evidence is the allega- 


tion of the American Graphophone Co. binding 


upon New York Phonograph Co.? The American 
Graphophone Co. anticipates and awaits the en- 
forcement against it of the rights of New York 
Phonograph Co., and the American Graphophone 
Co., like Mr. Edison and his companies, makes 
such false allegations for the same reason that Mr. 
Edison and his companies, defending against this 
suit of New York Phonograph Co. make them. 
In the attempt made to dissolve New York Phono- 
graph Co., the answer of the American Grapho- 
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phone Co. in the Helm suit was before the 
Attorney General and was before Mr. Justice 
Dickey, the Appellate Division und the Court of 
Appeals. It is not to be supposed fora minute 


. that the answer of the American Graphophone 


Co., notwithstanding its presence in the record, 


' was considered in that proceeding as evidence in 


any way against New York Phonograph Co. Fur- 
thermore, the evidence in the case at bar, shows 
without contradiction that New York Phonograph 


Co. has, from the time of its incorporation down - 


to the present day, maintained consecutively not 
only its corporate organization, but also several 
places of business. Defendant’s witness, Mr. 
Fahnestock, testifies that New York Phonograph 
Co. bas continuously maintained a principal office 
at l'arrytown (Def’s. Record, fol., 272); that from 
the time of its organization New York Phonograph 
Co. has continuously maintained one or more busi- 
ness Offices in the Vity and County of New York 
(fol. 273); that the present business office of the 
company is at 140 Nassau street, in the City and 
County of New York (fol., 273) that the company 
has another office for business purposes at No. 53 
East 1ith street, New York (fol. 273); that the 
Trustees of New York Phonograph Co have had 
available for use for the ho!ding of their meetings 
an office at No. 2 Wall street, New York (fol. 
273); that prior to the suspension agreement of 
July 1, 1893, complainant and its predecessors con- 
tinuously maintained a large office at 257 Fifth ave- 
nue, New York (fol. 170); that upon the making 
of the suspension agreement, New York Phono- 
graph Co. turned over to the North American 
Phonograph Co. its office at No. 257 Fifth avenue, 
New York (fol. 171). Complainant’s and defend- 
ant’s witness, Mr. Andem, testifies that New 
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York Phonograph Co. has maintained the asa) 


mentioned by Mr. Fahnestock at No. 140 Nassau 
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street, No. 2 Wall street, No. 53 East 11th street, 
New York, and at Tarrytown, N. Y. (Compl’s. 
Record, fol. 1775). Furthermore, Mr. Andem, 
when called in March, 1902, as defendant’s witness 
in support of its plea (Record, Plea, fols. 154 to 
161) testified that the main office of New York 
Phonograph Co. has at all times been at Tarry- 
town, New York, and that the company had con- 
tinuously maintained offices in the City of New 
York at 257 Fifth avenue, 21 Park Row, the 
Postal Telegraph Building and No. 2 Wall street. 
In view of this evidence, which is uncontradicted 
and which is obviously in accordance with the 
facts, can it be said that the contention of 
defendant’s counsel that New York Phonograph 
Co. has maintained no place of business is made 
in good faith? Should not the court, in view of 
these obvious attempts to mislead the court, 
scrutinize carefully all statements of fact made in 
support of the defence? 

The next defence interposed is that the stock 
of New York Phonograph Co. has sold as low as 
twenty-five cents a share. Conceding that in one 
or two instances, complainant’s stock has sold as 
low as twenty-five cents per share, does not this 
fact show the irreparable injury to complainant 
and its stockholders caused by the wrongful acts 
of these defendants? But it isin evidence that 
these defendants themselves believe the stock of 
New York Phonograph Co. to be of great value, 
for it appears from the testimony of Mr. Lewis 


_ (Record, fols. 1622 to 1625) that these defendants, 


\ 


acting through John L. Martin, offered to Mr. 
Lewis a certified check for $5,000 in an unsuccess- 
ful effort to purchase 540 shares of stock held by 
him. Mr. Martin wasa candidate on the Edison 
ticket for election to the Board of Trustees of New 
York Phonograph Co. at the election at Tarrytown 
in February, 1904 (Def’s. Record, Fahnestock, fol. 
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709). Defendant’s_witness Mr. Haines testifies 
(Def’s. Record, fol. 880) that he was asked to sell 
his stock at $5.00 a share and declined and that he 
would not sell his stock for $10.00 per share (Def’s. 
Recor. fols. 880, 881). Defendant's witness, Mr. 
Fahnestock, testifies that prior to the elections of 
February, 1903 and 1904, defendants purchased 
7,108 shares of stock of complainant (Def’s. 


Record, fol. 712); that he, Mr. Fahnestock, and. 


his firm held 2,000 shares of stock in complainant 
(fol. 784); that the last stock that he bought 
previous to the beginning of this suit was at $23. 
a share (fol. 740); that at the organization of com. 
plainant and its predecessors the stock was sold at 
$50. per share (fol. 754); that frequent offers have 
been made to him by the defendants for the pur- 
chase of his stock, and that he would not sell and 
told the defendants that he was ‘‘going to leave it 
to my family’’ (fol. 838). Defendant’s witness Fun- 
ston testifies that the highest price at which stock 
of New York Phonograph Co. has been quoted 
since the spring of 1901 is $20. bid and $25. asked 
(Def’s. Record, fol. 637) and that he knows of the 
stock being sold at $10. and 815. per share (fol., 


638). Mr. Funston further testifies that large pur- 


chases of complainant’s stock have been made in 
the Edison interest and that the Edison people 
have offered $10. per share for the stock of com- 
plainant (Def’s. Record, fols. 639, 642); that every 
stockholder of New York Phonograph Company 
has been requested to sell his stock in the interest 
of National Phonograph Company and its co-de- 
fendants herein (fol. 643); that the majority of 
stockholders of New York Phonograph Company 
have refused to sell their stock (fols. 643, 644). Mr. 
Andem, testifying as defendant’s witness, says 
that the ultimate value of complainant’s stock is 
$50 a share, the amount that was paid for it by 
most of the holders (Def’s. Record, fols. 1070, 
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1074) and that on January 14th, 1904, it was 
quoted at $15.50 per share (fol. 1071). It must 
be clear to the court that the prices at which the 
stock of New York Phonograph Company is sold is 
immaterial to the issues involved in this suit; but 
the large purchases of stock in complainant made 
by these defendants prove that defendants concede 
the legal rights of complainant and hope to escape 
the effect of a decree by this court of equity by 
secnring control of complainant. The large pur- 
chases and sales of complainant’s stock prove 
also, as the courts have established, as will herein- 
after be shown, that complainant is not insolvent, 
but that its assets , rights and franchises havea 
large value, for which these defendants themselves 
are willing to pay and have paid many thousands 
of dollars, and with which the majority of stock- 
holders of New York Phonograph Company are 
unwilling to part. 

Defendant has put in evidence what is claimed 
to be a copy of an auditor’s report of New York 
Phonograph Company, dated July 12th, 1892 
(Def’s. Exh., p. 435). This report, when pro- 
duced, was in possession of defendant’s counsel 
(Def’s. Record, fol. 767) and no satisfactory ex- 
planation as to how defendant’s counsel obtained 
possession of the report was given, although an 
explanation was requested (Def’s. Record, fols. 


767, 875). Mr. Fahnestock testifies that all the 


books and papers of New York Phonograph Com- 
pany had been stolen and been wrongfully taken 
possession of by these defendants and their counsel 
(Def’s. Record, fols. 43, 237, 264, 839, 840, 841, 
849, 850). The claim made upon the record 
(Def’s. Record, fol. 1174) that the copy of the 
report introduced in evidence had been furnished 
to one Evans as a director of complainant in ac- 
cordance with the resolution passed July 12th, 
1892 (Def’s. Record, fol. 911) and was by Evans 
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turned over to defendant’s counsel rightfully is 
preposterous, for the reason that Evans was not a 
director of the company at the date of the re- 
port (Def’s. Record, Fahnestock, fol. 287) and 
was not, therefore, entitled to a copy of the true 
and original report. Let us waive, however, the 
question as to whether the instrument produced 
from the possession of defendant’s counsel 
counsel] is a correct copy of an original report ren- 
dered July 12, 1892, and let us further waive con- 
sideration of the manner in which defendant’s 
counsel secured possession of the books and papers 
of New York Phonograph Co., and the question- 
able authenticity and correctness of papers pro- 
duced after such acquisition. Accepting the re- 
port as correct, what does it show? Defendant 
claims that it shows the insolvency of New York 
Phonograph Co. in 1892. On the contrary, the re- 
port shows that in 1892 New York Phonograph 
Co. possessed a surplus over and above its capital 
stock, patent rights, licenses, etc., amounting to 
$28,585.60 on January 1, 1892 and amounting to 
$15,649.15 on July 1, 1892 (Def’s. Exh., pp. 440, 
441). This surplus exceeded the total amount of 
the authorized capital stock of National Phono- 
graph Co., which on January 25, 1896 Edison 
organized to do business as the successor of the 
North American Phonograph Co. throughout the 
United States. As stated in Complainant’s Ex- 
hibit 15 (Exh., fol. 173), the total amount of the 
capital stock authorized of National Phonograph 
Co. was $10,000, and the amount with which said 
company was to begin business was $1,000. Mr. 
Haines testified that the accountants found the 
affairs of New York Phonograph Uo. in an ex- 
cellent condition (Dvf’s. Record, fol. 856) and that 
the assets set forth in the report were *‘‘live’’ 
assets, from which everything of a doubtful nature 
had been written off (Def’s. Record, Haines, fol. 
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865). Mr. Haines further testified that, as in all 
business enterprises, New York Phonograph Co. 
secured temporary loans to pay its own bills while 
it was unable to collect bills and accounts due to 
it (Def’s. Record, Haines, fols. 863, 923). In ad- 
dition to the report of July 12, 1892, defendant’s 
counsel caused to be read into the record the 
minutes of New York Phonograph Co. of the meet- 
ings of the Board of Trustees held July 12 and 19, 
1892 (Def’s. Record, pp. 304, 305). It appears 
from the minutes of July 12, 1°92, that on motion 
of Noah Davis, seconded by William Fahnestock, 
tbs executive committea was instructed to make 
a careful examination and report where a saving 
could be made in expenses, etc. without injury to 
the business of the company “with a view to 
ascertaining if the company can continue without 
danger and report within the next ten days to the 
board.’? The committee reported on July 19, 
1892, that saving in expenses could be made and 
the executive committee were instructed to put 
the saving mentioned in their report in operation 
without delay. The executive committee further 
reported having made arrangements for a process 
and put the same in operation for the duplication 
of musical records (Def’s. Record, fol. 915). Mr. 
Haines testified that he was 1 member of that ex- 
ecutive committee, and that he ‘‘never understood 
that it was considered anything but safe to con- 
tinue, if I remember correctly. The report of the 
executive committee, ut that meeting was quite 
favorable to continue the business, with bright 
prospects ahead also’’ (Def’s. Record, fol. 922); 
and that in July, 1892, it was most decidedly the 
intention of New York Phonograph Co. actively to 
prosecute its business and carry ont the recommen. 
dation of the executive committee under the 
arrangement made for a process for the duplica- 
tion of muscial records (Def’s. Record, fol. 928). 
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In view of the statements of the report and of the 
evidence in the case, isn’t the contention of de- 
fendant’s counsel that New York Phonograph Co. 
was insolvent in 1892 mendacious? The North 
American Phonograph Co. never claimed that New 
York Phonograph Co. was insolvent, and never 
attempted under the 14th paragraphs of the con- 
tracts (Exh., fols. 827, 734) to elect upon that 
ground to terminate the contracts, but, on the 
contrary, by the contract of July 1, 1893, the 
North American Phonograph Co. expressly ratitied 
and confirmed the agreements theretofore made 
with complainant and its predecessors and the 
licenses, privileges, rights, easements, guarantes, 
terms and conditions theretofore granted (Exh.,. 
fol. 210). Upon the oral argument the contention 
of insolvency was abandoned by defendant's” 
counsel. Why, then, wasit made? It has been 
judicially determined that New York Phonograph 
Co. is not insolvent to-day, for the attempts made 
by these defendants to dissolve New York Phono- 
graph Co. because of its alleged insolvency (Record, 
Andem, fols. 1781, 1782) failed not only before 
the attorney-general, but also hefore Mr. Justice 
Dickey, the Appellate Division and the Court of 
Appeals (Def’s. Record, Fahnestock, fols. 247, 
253, 270, 271, 713: Compl’s, Record, Andem, fols. 
1780, 1782 and see Matter of Carman, 177 N. Y., 
p. , and 83 Anp. Div., 614). The parpose of tha 
upplication, made upon allegations shown to be 
false, was apparent to the courts, and Mr. Justice 
Dickey, referring to the suit at bar, said “the life 
of the company should not be interfered with while 
the important suit it has brought is pending.’’ 
The next point urged by counsel for defendant 
is that the letters of October 3, 1894, sent by the 
executive committee of New York Phonograph 
Co. to the Central Trust Co. trustee, and to Wins- 
low, Lanier & Co., then stock transfer agents, 
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affected in some way the_ contract rights of New 


York Phonograph Co. The letters are set forth in 


mph 


Sy 


defendant’s record at pp. 159 and 157 and are 
identical except that the letter to the Central Trnst 
Co., trustee, directs that company not to deliver, 
and that the letter to Messrs. Winslow, Lanier & 
Co. directs them not to transfer, 5,000 shares of 
stock of complainant’s predecessors standing in the 
name of the Central Trust Co. as trustee to the 
North American Phonograph Co. or its receiver or 
to any person or persons claiming under them 
pending the settlement of certain claims of New 
York Phonograph Co. against said stock, and un- 
til notified by New York Phonograph Co. that its 
claim against said stock has been settled. It is 
to be noted that the letters are dated October 3, 
1894, nearly a year subsequent to the dates, Octo- 
ber 12, 1893 and Febrnary 6, 1894, at which the 
Central Trust Co. was by the contracts or agree- 
ments ‘‘extending license,’’ bearing date Jnne 23, 
1890 and June 13, 1889, directed ‘‘without further 
direction from the parties hereto, or either of 
them, and without other or further considera- 
tion,’’ to deliver the physical possession of the 
said shares of stock and of the said agreements 
(Exh., fol. 857, 766). The letters of October 8, 
1894, did not demand a return of the stock stand- 
ing in the name of the Central Trust Co., trustee, 
but asserted that aclaim not specified had arisen 
against said stock in favor of New York Phono- 
graph Co., and directed that the stock be not de- 
livered to certain parties named until the claim 


had been settled. Although defendant. put_the 


letters in evidence, counsel for defendant adduced 


asserted by New York Phonograph Co., the time 
at which the claim arose, or that the claim itself 


~ ras not a valid claim. By the agreements under — 
?which the stock was deposited with the Central 


no iio evidence to show the nature of the claim 
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Trust Co., it was provided that the stock should, 
upon the dates mentioned, October 12, 1898 and 
February 6, 1894, be delivered not to the North 
American Phonograph Co. or to its receiver but to 
‘“‘Jesse H. Lippincott, trustee, or his suecessor’’ 
(Exh.. fols. 857, 766). The letters of October 3, 
1894 direct merely that the stock shall not be de- 
livered to the North American Phonograph Co. or 
its receiver until this claim against said stock has 
been settled. There is no direction that the stock 
shall not be delivered to Jesse H. Lippincott, 
trustee, or to his successor. It is apparent and 
may well be that by reason of circumstances aris- 
ing subsequent to the dates at which the stock was 
to be delivered claims against said stock arose in 
favor of New York Phonograph Co. because of 
transactions had and rights acquired independent 
of the contracts under which the stock was 
deposited. Could it be contended for a minute 
that if a claim against said stock had arisen in 


favor of some stranger to the contracts of June 23, . 


1890 and June 13, 1889, and such stranger had 
notified the Central Trust Co. not to deliver said 
stock until his claim against said stock had been 
settled that such assertion of his claim and such 
notice by. him not to deiiver could in any way 
affect the contract rights of New York Phono- 
graph Co.? And what difference can it make that 
the claim arose in favor of New York Phonograph 


 Co., and that New York Phonograph Co. asserted 


the existence of the claim and gave the notice not 
to deliver until its claim had been satisfied? The 
letters of October 3, 1894, contemplate the settle- 
ment of the claim and the ultimate delivery of the 
stock and pre-suppose the continuance in force of 
the contracts under which the stock was deposited. 
There is no suggestion contained in the letters of 
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aa receiver and the North American Phonograph Co. 
9 (Def’s. Record, Haines, fols. 894, 899) declare that 
= % New York Phonograph Co. insists upon the due 
: ‘ performance of all contracts. . Furthermore, 
neither the North American Phonograph Co. nor 
its receiver nor any person claiming under them 
could, under the agreements by virtue of which \, 
the stock had been deposited, lawfully receive the 
stock from the Central Trust Co., nor could the 
Central Trust Co. lawfully have delivered the stock 
either to the North American Phonograph Co. or 
to its receiver or to any person claiming under 
them, for the direction of the agreements was that 
~ a the stock should be delivered to Jesse H. Lippin- 
4 cott, trustee, or to his successor, and the letters of 
a October 3, 1894 contained no notice whatever not 
a to deliver the stock to Jesse H. Lippincott, 
¥ ’ trustee, or to his successor. These were important 
a provisions of the agreements under which the stock 
B was deposited, binding both upon the North : 
American Phonograph Co. and upon the Central 
id Trust Co. Any direction by the New York Phono- 
4 graph Co. to the Central Trust Co. inconsistent ‘ 
@ with the agreements under which the stock had f 
w 4q - been deposited would have beena nullity (Stanton v. » 
4 ‘Miller, 58 N. Y., 192, 202), for the reason that the 
4 agreements provided that upon the dates named, 
a . October 12, 1898 and February 6, 1894, the stock 
ae : and the agreements should be delivered ‘‘without 
further direction from the parties hereto, or either 
of them, and without other or further considera- 
a tion.’? The assertion of a claim arising dehors the 
4 contracts was not a direction inconsistent with the 
a contracts. It was a direction independent of the 
-: contracts. Neither the North American Phono- 
~ +a graph Co. nor its receiver ever claimed a right to 
ie receive the said stock, nor did they ever demand 
delivery of the said stock from the Central Trust x 
Co. The testimony upon this point is conclusive, / 
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h Co. and no attempt was made to show the contrary. 
‘that Mr. Randall, trust officer of the Central Trust Co., 
» dre testifies that no demand was ever made upon the 
nore, a Central Trust Co. for the stock either by the 
, NOT ‘ North American Phonograph Co. or by any person 
them or persons claiming under it or by anybody, and 
hich » | the Central Trust Co. therefore never refused to } 
e the deliver the said stock to the North American 
1 tlie Phonograph Co. or to any person claiming under 
stock it, or to anybody (Def’s. Record, fols. 344, 345). 
0. or Mr. Upham, transfer clerk in the office of Wins- 
inder low, Lanier & Co., testifies that no request was ever 
that made to them while they acted as transfer agents | 
opin for the transfer of the stock (Def’s. Record, fol. 
rs of 473). Mr. Haines testified that no request was | 
r not , ever made to New York Phonograph Co. for the | 
cott, transfer of the stock by the North American 
rtant Phonograph Co., or any person claiming under it, 
tock or by anybody (Def’s Record, fol. 480). In like | 
orth manner the same witnesses testify that neither 
itral Jesse H. Lippincott, individually or as trustee, or 
ono- anybody claiming under him ever demanded the i 
tent delivery or transfer of the stock (same references). i 
had , Who is it that claims to have been aggrieved by / 
me > ~4 the letters of October 3, 1894? It is the National ) 
: the ; Phonograph Co., defendant in this suit. Does the ( 
ned, . National Phonograph Co. claim that it became en- | 
tock titled to the stock? No such claim was put forth | 
1out upon the oral argument, and if is in evidence that 2 
ther — neither the National Phonograph Co., nor Mr. ) 
erd- Edison nor Mr. Ott nor anybody else ever de- ~ 
‘the manded the delivery or the transfer of the stock. 
the If the National Phonograph Co. has been aggrieved 
the by the letters of October 3, 1894, it must be that 
2no- the National Phonograph Co. makes the claim as: 
ttl ‘ the successor of the North American Phonograph 
and ; Co. But the National Phonograph Co. denies 
rust a A that it is the successor of the North American 
ive, Phonograph Co. How, then, can the National. 


Raymond R. Wile | 
Research Library ; 
— 4 


152 


Phonograph Co. and Mr. Edison blow hot and cold 


upon the proposition of these letters of October 3 
1894? Ordo National Phonograph and Mr. Edi- 
son claim that Mr. Ott became entitled to the de- 
livery and transfer of this stock? No such claim 
was made upon the oral argument, and Mr. Ott 
never demanded the delivery or the transfer of the 
stock. Let us look at the situation which existed 
on October 3, 1894, when the letters were written, 
and on February 18, 1896, when the National 
Phonograph Co. acquired the useful assets of the 
North American Phonograph Co., and as its 
successor began to do the business formerly done 
by the North American Phonograph Co. The evi- 
dence shows that John R. Hardin, as receiver, by 
operation of law, became the transferee of all the 
assets, including the patent rights of the North 
American Phonograph Co. Did Mr. Hardin, as 
such transferee, in accordance with the 17th para- 
graphs of the contracts of October 12, 1888 and 
February 6, 1889 (Exh., fols. 839, 746), which 
paragraphs were incorporated into and became part 
of the subsequent agreements of June 23, 1890 and 
June 13, 1889 (Exh., fols. 859, 768), “agree to 
perform the stipulations’? thereof? Not at all. 
He refused to recognize the rights of New York 
Phonograph Co., invaded the territory of New 
York, and refused to pay royalties under the sus- 
pension agreement of July 1, 1893. Mr. Hardin 
was appointed receiver August 21, 1894, when the 
extended rights of New York Phonograph Co. were 
in force under the recognition of the contracts of 
June 23, 1890 and June 13, 1889. Hence, on Sep- 
tember 19, 1894, upon motion of Noah Davis, New 
York Phonograph Co. resolved that the receiver be 
notified that unless he proceeded to perform the 
suspension agreement of July 1, 1893, and notify 
New York Phonograph Co. on or before Septem- 
ber 30 that he intended so todo New York Phono- 
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graph Co. would regard the suspension agreement 
as broken and abrogated, and that New York 
Phonograph Co. would on October 1, 1894 resume 
and take possession of and exercise and use and 
enforce all its rights and powers under all original 
and prior contracts (Record, Haines, fols. 856, 
858). On September 25, 1894, a copy of the reso- 
Intion passed on September 19 was sent to Mr. 
Hardin, receiver (Def’s. Record, Haines, fol. 899). 
The receiver not having complied with the request 
of the resolution embodied in the letter of Septem- 
ber 25, a further communication was by identical 
letters dated October 3, 1894, sent to Mr. Hardin, 


- receiver, and to the North American Phonograph 


Co.) Def’s. Record, Haines, fols. 894, 899). In the 
letter of October 3, 1894 to the receiver, New York 
Phonograph Co. stated that it regarded the sus- 
pension agreement of July 1, 1893, as having been 
broken and cancelled, and the attention of the re- 
ceiver was called to the prior contracts and agree- 
ments, and demand was made that he immediately 
proceed to perform all the terms of said prior con- 
tracts and agreements, and take immediate steps to 
protect New York Phonograph Co. in its exclusive 
rights (which were the ‘‘extended rights’’) to deal 
in phonographsand phonograph-graphophones and 
supplies in the State of New York (Def’s. Record, 
fol. 895). Still the receiver refused to recognize 
the contract rights of New York Phonograph Co., 
and refused to agree to perform the stipulations of 
the said contracts, and it was necessary for New 
York Phonograph Co. to proceed in the Court of 
Chancery of New Jersey to compel the receiver to 
pay New York Phonograph Co. royalties under 
the suspension agreement of July 1, 1893, for the 
business which he, as receiver, did, all within the 
period of ‘‘extended rights,’’ between August 21, 
1894, the time of his appointment, and February 


8, 1896, the date of the sale of the assets of the 
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North American Phonograph Co. to Edison. Such 
was the situation during the receivership of the 
North American Phonograph Co. Upon the ac- 
quisition of the assets of the North American 
Phonograph Co. by Mr. Edison, and through him 
by the National Phonograph Co. and Ott, we find 
a repetition of the receiver’s refusal to perform the 
stipulations of the contracts made between com- 
plainant aud its predecessors with the North 
American Phonograph Co. It is true that Ott 
agreed to perform the stipulations of the contracts 


~ conveyed to lim (Exh., fol. 260), but Edison and 


the National Phonograph Co. took care to convey 
nothing to him which would enable him to perform 
the stipulations of the contracts. The title of the 
North American Phonograph Co. to the phono- 
graphs and phonograph-graphophones and the 
patent rights mentioned in the 17th paragraphs of 
the contracts of October 12, 1888 and February 6, 
1889, were conveyed to the National Phonograph 
Co., and the National Phonograph Co. and Edison 
refused to agree to perform the stipulations of the 
contracts. The 17th paragraphs of the contracts 
aforesaid provided that the transferree of the 
North American Phonograph Co. who shall be en- 
titled to the benefit of the provisions of the said 
contracts, which include by reference the contracts 
of June 23, 1890, and June 13, 1889, under which 
the stock was deposited, shall be a transferree who 
shall not only agree to perform the stipulations of 
the contracts but who also shall have acquired title 
to the phonographs and phonograph-graphophones 
and patent rights mentioned inthe contracts, 
whereby such transferree should be enabled to per- 
form such stipulations. Such being the provisions 
of the contracts and such being the acts of the 
parties, it seems to be clear that neither Ott nor 
the National Phonograph Co. could have acquired 
title to the stock in question, even if the North 


r 


Raymond R. Wile 
Research Librar 


Such 
{ the 
eB ac- 
rican 
i him 

find 
n the 
com- 
lorth 
t Ott 
racts 
,and 
mvey 
‘form 
f the 
10no- 

the 
hs of 
ry 6, 
raph 
lison 
f the 
racts 

the 
8 Ow- 
said 
racts 
hich 
‘who 
ns of 
lille 
1ones 
acts, 
per- 
sions 

the 
tnor 
tired 
orth 


4 


155 


American Phonograph Co. had not directed that it 
should be delivered to Jesse II. Lippincott, trus- 
tee, or to his successor. The failure of the North 
American Phonograph Co.,of its receiver,of Edison, 
of the National Phonograph Co., and of Ott ever 
to demand the delivery and transfer of the said 
stock amounts to an admission by them that 
neither they nor any one of them ever became 
entitled to the stock. The North American Phono- 
graph Co. directed that the stock be delivered to 
Jesse H. Lippincott, trustee, or to his successor, 
and New York Phonograph Co. never gave any 
notice to the contrary. - 

Bat this discussion of the assertion by New York 


Phonograph Co. of the existence of a valid claim - 


against said stock in its favor, arising, for all that 
appears, independent of the contracts under which 
the certificates were deposited, and subsequent to 
the time when it became absolutely entitled tothe 
physical. possession of the agreements ‘‘extending 
license,’’ and this consideration of what rights, 
if any, were acquired by the National Phonograph 
Co. and Ott to the said stock, have really no bear- 
ing apon the contract rights of the complainant. 
Complainant’s rights arose by contracts made in 
the case of Metropolitan Phonograph Co. on 
October 12, 1888 and June 13, 1890, and in the 
case of the New York Phonograph Co., on 
February 6, 1889 and June 13, 1889, In 
each case the consideration for the original 
contract and the subsequent formal agreement 
‘‘extending license’? was paid and provided for 
under the original contract; that is to say, the 
payment of $125,000 in cash nnder the agreement 
of February 6, 1889 was a part consideration for 
the agreement extending license of June 13, 1889, 
and the issue of the stock fully paid to the Cen- 
tral Trust Co., Trustee, was a part consideration 
under the contract of February 6, 1889. On the 


Raymond R. Wile 
Research Labrary 


ato ene nth Ss sesoeehinennae te sbaseeaas einen emeimesnins./ tener 


Rs, 
$5 a 


156 


other hand, the grant of-:the rights for the full 
period of time was the consideration both for the 
payment of the $125,000 in cash and for the issue 
of the stock fully paid to the Central Trust Co., 
Trustee. Complainant’s predecessor could not 
legally have ¢ssued the stock fully paid had not 
the consideration, the grant of right, been received 
by and been vested in the corporation. In.addi- 
tion, there were mutual covenants contained in the 


contracts of February 6, and June 13, 1889, which. 


were also part consideration for the making of 
the two. contracts. The covenants contained in 
the contract of Feb. @, 1889, and £21.00 are ex- 
pressly stated to be the consideration for the con- 
tract of June 13, 1889 (Exh., fol. 764). It isa mat- 
ter of absolute impossibility to contend that the 
contract of February 6, 1889 depended upon one 
part of the consideration, and that the contract of 
June 13, 1889 depended upon another part of the 
“consideration. Furthermore, a contract ismade by 
the meeting of the minds of the contracting parties, 
and when the minds of the contracting parties meet 
upon the terms of the contract, the contract is 
made, and nothing further need be done. This is 
elementary law (Howard v. Daly, 61 N. Y., 362, 
365-366). Hence, we find that the contracts of 
June 23, 1890 and June 13, 1889 each recited that 
the agreements were ‘“‘made’’ and ‘‘executed’’ by 
the respective parties upon the dates named (Exh., 
fol. 845, 863, 754, 772). Upon June. 23, 1890 and 
June 13, 1889, the minds of the parties met, and 
the contracts thus made and executed became bind- 
ing contracts from theirdates. It is clear from the 
provisions of the contracts themselves that they 
became operative on the days of the dates of their 
execution. In the contract of June 13, 1889, for 
instance, it was agreed that the rights and obliga- 
tions of the contract of February 6, 1889 with John 
P. Haines were vested in and devolved upon The 
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New York Phonograph Co. (Exh., fol. 764); that 
2500 shares of stock should be forthwith depos- 
a 3 ited (Exh., fol. 765); that Lippincott, trustee, 
E should not dispose of any interest in said stock 
before February 6, 1894 (Exh., fol. 769); that 
A Lippincott should waive the right to dividends - 
a d (Exh., fol. 770); and that dividends paid upon 
the stock should immediately be repaid (Exh., 
fol. 769); and that Lippincott should not vote 
upon the said stock until the same should be trans- 
ferred in his name (Exh., fol. 771). The agreement 
went into immediate force and effect. The stock, 
the certificates for which were deposited, belonged 
w ,/ to Lippincott, trustee, and we find him making 
covenants not to exercise certain rights of owner- 
ship. 
As the Court of Appeals said in Zander v. J. 
i Y. Security & Trust Co., 178 N. Y. (208, 212): 
i a ‘*A stock cert*ficale is merely a muniment or repre- 
sentative of title. The stock which it represents 
& exists apart from the certificate, and its existence i 
- is contemplated to endure so long as the corpora- 7 
aS tion continues. The owner, as he appears on the 
: books of the company, is entitled to the dividends 
w } = A or profits, and it is only when he seeks to transfer 
=i his title to another that a surrender of the out- ‘ 
a standing certificate is required as the condition 
{ a precedent to the issue of a new one.”’ Hence, the ; 
a" stock belonged to Lippincott, trustee, immediately 
a , uponitsissue, and the certificates were made out 
i in the name of the Central Trust Co., 7rustee, and 
og deposited merely to prevent any,violation by Lip- 
: pincott of Ais covenants as to the stock. A deliv- 
ery of the certificates to Lippincott could effect 
nothing except to enable Lippincott more readily 
w a to transfer his title. When the stock was issued 
to the Central Trust Co., trustee for Lippincott, 
as mI the ownership of the stuck immediately became 
eb vested in Lippincott, and the deposit of the certiti- 
i 
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cates was a mere deposit of the evidence or muni- 
ments of his title thereto. 

No delivery was necessary to make the 
contract effective, for the reason that the 
contract was made the moment the minds of 
the parties met upon the terms embodied in the 
written intrument signed by both parties thereto. 
The deposit of the agreements ‘‘extending license’’ 
with the Trust company was not in any sense a de- 
posit in escrow. A deed or note which requires de- 
livery to make it effective may, pursuant to a con- 
tract, be placed in escrow to carry out the purpose 
as defined in the contract. The deposit of the 
deed in escrow presupposes the existence of the 
contract (Stanton v. Miller, 58 N. Y., 192, 202). It 
is an absurdity in law tospeak of depositing a con- 
tract in escrow, since a contract is made when the 
minds meet and the place of its deposit can in no 
manner affect either the existence of the contract 
or the enforcement of rights arising nnderit. The 
fact that New York Phonograph Co. permitted 
the agreements ‘‘extending license’’ to remain for 
safe-keeping or fur any other purpose with the 
Central Trust Co. until required for introduction in 
evidence in this suit (Def’s. Record, fol. 934), can- 
not in any way affect complainant’s rights arising 
out of the agreements ‘extending license’’ or out 
of the original contracts the continuation of which 
in force was recognized by the agreements ‘‘ ex- 
tending license.’’ The fact that Jesse H. Lippincott, 


_. trustee, or his successor, never demanded the phy- 
sical delivery of the deposited certificate cannot in . 


any way affect complainant’s rights under the agree- 
ments ‘‘extending license.’’ ‘Toso hold would be 
equivalent to saying that Lippincott, trustee, or 
his successor, could, at their option, defeat or term- 
inate complainant’s rights. Jt was the duty of 
the mutual agent the Central Trust Co., to deliver 
the certificate (Exh., fol. 766), and the pvssession 
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of the Central Trust Co. after the occurrence of the 
dates appointed for the delivery of the certificate 
became for ths purposes of the contracts the pos- 
session of Lippincott, trnstee. Even wheres an in- 
strument, such as deed or note, which requires de- 
livery to make it effective, is deposited in escrow 
with a third party, thedeed or note takes effect 
immediately upon the performance of the condi- 


_tion of the escrow, without the subsequent delivery 


by the third party to the grantee or payee, and 
the reason is that upon performance of the con- 
dition of the escrow, the third party with whom 
the deed or note was deposited in escrow is deemed 
in law to be the agent of the person to whom the 
delivery should be made Glover v. Chase, 11 Fed.; 
375; Ames’ Cases on Bills and Notes, Vol. Il, p. 
711, note 1, citing Cowch v. Meeker, 2 Conn., 302, 
and Taylor v. Thomas, 13 Kas., 217). The true view 
of the provisions of the agreements ‘‘extending 
license’’ is that they became binding and effective 
at the dates of the making of the contracts, when 
the minds of the parties met, on June 23, 1890 and 
June 13, 1889; that upon the issue of the stock in the 
name of the Central Trust Co., trustee, the deposit 
of the certificate and the signing of the contracts, 
the transaction was complete, and nothing further 
was required to be done under the agreements ‘‘ex- 
tending license’, the sole purpose of which was 
to carry out the provisions of the fifteenth para- 
graphs of the original contracts (Exh., fol. 756, 
762, 847, 854); and that by the mere lapse of 
time ‘‘without further direction from the parties 
hereto, or either of them, anl without other or 
further coasideration’’ the physical possession of 
the agreements ‘*extendirg license”’ and of the cer- 
tificate was to be given to the contracting parties, as 
provided in the contracts. That this was the view 
taken by the Circuit Court and the Circnit Court of 
Appeals in the case of Columbia Phonograph Co. 
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v. Rahley, cited, supra, on pp. 17 and 20 of this 
brief, appears from the record on appeal in that 
case, in which the original contract of January 15, 
1889, and the so-called ‘‘agreement extending 
license’’ of June 13, 1889 are substantially identical 
with the same contracts in evidence in the case at 
bar. Itappears from p. 12 of the record in the 
Rahley case that the ‘‘agreement extending li- 
cense’’ of the Columbia Phonograph Co. was still 
in the possession of the Central Trust Co. after the 
beginning of the suit and at the time of the 
making of the motion for preliminary injunction. 

The construction above given accords with the 
acknowledgment of the ‘‘extended rights’’ of 
complainant described on pp 64-67 of this brief. 
The parties in interest have all heretofore treated 
the ‘‘extended rights’’ of complainant as in force 
and effect. Nor should the terms of the grant of 
right in the original contracts be overlooked. 
‘“‘The rights hereby granted shall remain in force 
and this agreement shall continue until the 6th 
day of February, 1894, and for such further period 
as hereinafter provided, unless sooner terminated 
as hereinafter provided’? (Exh., fol. 704, 798). 
The rights granted have never been terminated 
under any provisions of the contracts. The ‘‘ex- 
tended rights’’ have, however, been expressly rec- 
ognized not only by the agreements ‘‘extending 
license’ but by the acts of the parties in interest. 
Equity abhors a forfeiture. It may relieve 
against a forfeiture. It never inflicts one. 

As shown above on pp. 67-68 of this brief the 
rights granted endure, tirst, during the life of the 
Edison patents, second, in perpetuity as regards 
Phonographs and supplies “Mmanttactured by the 
Edison Phonograph Works, Edison and Edison 
Phonograph Co., and third, in perpetuity as re- 
gards business done by the North American Phon- 
ograph Co. and its succesgor, National Phono- 
graph Co. 
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Defendant introduced in evidence the record in 
the suit of New England Phonograph Co., et al. 
v. The Dawson Co, (Deft’s. Exh., p. 463). After 
the argument before Judge Gray of the demurrer 
in the suit of New England Phonograph Co. v. Ed- 
ison, et al., quoted, supra, p. 3, Mr. Edison secured 
control of the New England Company and through 
his counsel, Mr. Hayes, began suits on its behalf 
against the graphophone interests. This was be- 
fore the recent compromise made between them. 
The Dawson Co. suit was one involving only the 
rights of the New England Phonograph Co, to the 
graphophone under two certain letters patent. By 
the contract of March 26, 1888, between Lippin- 


cott and the American Graphophone Co. (Deft’s. ' 


Exhibit No. 1—see Complt’s. Record, p. 514), put 
in evidence by consent at the hearing, the rights 
of Lippincott, and, therefore, of the North Ameri- 
can Phonograph Co., to the graphophone were 
limited to March 26, 1903, that is, to fifteen years 
from the date of the contract, March 26, 1888. Mr. 
Edison makes the same statement (Exh., fol. 536). 
Judge Brown’s order denying the motion for pre- 
liminary injunction was not entered till April 
29, 1903, subsequent to March, 26, 1903 (Deft’s. 
Exh., p. 549). Although the rights of the New 
England Phonograph Co. to the graphophone de- 
pended upon the grant of right by the American 
Graphophone Co. to Lippincott, and the subsequent 
grant by Lippincott to the North American Phon- 
ograph Co., nevertheless the record in the Daw- 
son Co. suit contained no evidence whatever to show 
that the New England Phonograph Co. had ever_ac- 
quired any right to the graphophone under any 
grant to which the American Graphophone Co. was 
aparty. It is not surprising, therefore, that Judge 
Brown held that the peculiar provisions of the 
agreement of October 12, 1888, in that suit be- 
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tween the North American Phonograph Co. and 
the New England Phonograph Co., shown by the 
recital at p. 469 of Defendant’s Exhibits, that the 
North American Phonograph Co. was “acting un- 
der authority of an agreement with Jesse H. Lip- 
pincott, sole licensee of the American Graphophone 
Co.,” raised serious doubts as to the existence of 
any rights of the New England Phonograph Co. 
to the graphophone at the date of the filing of 
the bill. It is perfectly clear that the record in 
that suit made no showing whatever as to the 
grant of any right through the American Graph- 
ophone Co. and Lippincott to the New England 
Phonograph Co., and made no showing whatever 
as to the existence or continuance in force of any 
such right at the date of the filing of the bill. 
Moreover, that suit was a patent suit based upon 
two letters patent issued May 4, 1886, and brought 
three months prior to the expiration of the patents. 
The Supreme Court has held in Keyes v. Mining Co., 
158 U. S., 150, that where a patentee brings suit 
just prior to the expiration of the patent, a court 
of equity can, in its discretion, retain or dismiss 
the bill, and the Supreme Court will not interfere. 
Clearly, therefore, in the suit of. New .England 
Phonograph Co. v. Dairson Co., Judge Brown 
could, in the exercise of his discretion, deny the 
motion for preliminary injunction, because 
(1) complainant showed no title whatever to the 
graphophone, and beeause (2) the bill was filed 
just prior to the expiration of two graphophone 
patents. and because (3) the order was entered sub- 
sequent to March 26, 1903, the date at which Lip- 
pincott’s rights to the graphophone terminated un- 
der the contract of March 26, 1888. But what bear- 
ing upon the issues involved in this suit has the de- 
cision of Judge Brown made with reference to the 
graphophone and to the rights of another company, 
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supposed, but not shown, to be derived from the 
American Graphophone Co? This suit is based up- 
on the rights of New York Phonograph Co. to the 
phonograph granted under distinct contracts in 
evidence to which Edison was, and the American 
Graphophone Co. was not, a party. 


Upon the oral argument, defendant’s counsel 


claimed that Mr. Edison invented the wax tablet, 
but defendant’s exhibits show by the affidavit of 
Fischer (pp. 485, 502, Claim I), and by the deci- 
sion of Judge Shipman in the case of American 
Graphophone Co. v. Leeds, et al., 87 Fed., 873, and 
other decisions of the courts referred to in Para- 
graph XVI of p. 466 of defendant’s exhibits that 
the wax tablet and the method of recording sound 
by cutting or engraving upon a wax or wax-lik 
substance were the inventions of Bell & Tainter, 


and constitute the essential features of the grapho- 


phone, 


=Upon the oral argument defendant’s counsel also 


claimed that the graphophone invasions compelled | 


the local companies to give up business and enter 
into the suspension agreements. But it appears 
from an advertisement of the North American 
Phonograph Co., made in January, 1893 (Record, 
p. 601), that the North American Phonograph (o. 
had then entered into the suspension agreements 
with most of the local phonograph companies. Mr. 
Edison in his affidavit of January 23, 1896, states 
that the American Graphophone Co. ceased the 
manufacture of graphophones shortly after the fall 
of 1889 (Exh., fol. 368), and did not resume its 
manufacture until early in 1893 (Exh., fol. 371). 
The “graphophone invasions,” therefore, did not be- 
gin till after the suspension agreements had been 
made. Defendant’s exhibits (p. 583) show 
that a  graphophone' office was not open- 
ed in New York till September, 1895. 
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It was, however, the duty of the North American 
Phonograph Co., both before and during the pres- 
idency of Mr. Edison, to protect the territory of 
the local companies against invasion by infringers, 
and such provision is contained not only in the 
original contracts of February 6, 1889, and October 
12, 1888 (Exh., fol. 719, 813), but also in the sus- 
pension agreement (Exh., fol. 209). As already 
pointed out, upon the discontinuance of the two 
suits brought in 1896, Mr. Edison and his com- 
panies licensed the American Graphophone Co: 
under the Edison patents to make these so-called 
invasions. 

Upon the oral argument defendant’s counsel 
“also claimed that. the American Graphophone Co. 
was in some way interested in the prosecution of 
this suit. That claim was set up in the plea (Deft’s. 
Record, fol. 3), and overruled by Judge Wallace. 
Defendant could adduce no evidence whatever to 


support the plea, and abandoned the attempt to 
show that the American Graphophone Co. was in- 


terested in the prosecution of this suit. Mr. Gil- 
more, president of National Phonograph Co., when 
refusing to produce, under a subpena duces tecum 
served upon him, books and papers set forth there- 
in, alleged as one of the reasons for his refusal 
so to do that he believed that the American Graph- 
ophone Co. was seeking by the subpcena to obtain 
information in regard to the affairs and business 
methods of the National Phonograph Co. (Record, 
Gilmore, fol. 1258); but upon being examined as 
to the grounds of his belief he failed to disclose 
any basis for his belief except the statement that 
Mr. Camp had been associated with Mr. Hicks as 
counsel for complainant (Record, Gilmore, Q379 
to 389, p. 423). Thereupon a motion was made to 
punish Mr. Gilmore for contempt of court, and 
a former Attorney-General of the United States 
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was retained by Mr. Gilmore to defend the motion 
and the same contention was urged upon the mo- 


tion made by Mr. Hicks before Judge Lacombe, ° 


but Judge Lacombe directed Mr. Gilmore to pro- 
duce all the books and papers mentioned in the 
‘subpeena duces tecum (Exh., fols. 1180 to 1184). 
An appeal from Judge Lacombe’s order 
to the Circuit Court of Appeals having 
been dismissed (same _ reference and re 
ord, Gilmore, fol. 1594 to 1600), Mr. Gilmore pez- 
‘sisted in his refusal, and defied the order of the 
Circuit Court on October 21, 1903 (Record Gil- 
more, fol. 1591). Thereupon Mr. Hicks closed 
complainant’s prima facie case (Record, Gilmore, 


fol. 1618), and.complainant leaves to the court the: 


drawing of proper inferences from the testimony in 
the case, in view of the refusal of Mr. Edison, Mr. 
Bush, defendant’s counsel, Mr. Randolph and Mr. 
Gilmore to answer proper questions, and to pro- 
duce documents called for by the subpeenas duces 
tecum duly served upon them (Record, Edison, fol. 
73 to 76; 86 to 91; 389; 455 to 458; Record, Bush, 
fol. 719 to 801; Record, Randolph, fol. 672 to 680; 
708 to 714, 13829; Record, Gilmore, fol. 1149 to 
1160; 1253 to 1268; 1275 to 1284; 1326; 1591 to 
1604). 

The record shows that this suit is brought and 
prosecuted solely in the interest of complainant, 
and that the expense of the suit has been borne by 


complainant and_its stockholders, and that the 
entire conduct of the suit has been in the hands of 


Mr. Hicks, complainant’s counsel, by whom every 
witness was subprenaed and examined on hehalf 
of complainant, and by whom every one of com- 


plainant’s 144 exhibits was secured and introduced | 


in evidence. The true position of the American 
Graphophone Co., and of Mr. Camp with reference 
to complainant are well shown by the answer in- 
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troduced in the Helm suit (Deft’s. Exh., p. 577), 


. by the record in the suit of New England 


Phonograph Co., and American Graphophone Co. 
v. Dawson Co. (Deft’s. Exh., p. 463), and by the 
statement made upon the oral argument by Mr. 
Hough, counsel for defendant, that Mr. Mauro, 
counsel for American Graphophone Co., had con- 
sented to the discontinuance of the suits brought by 
the Columbia Phonograph Co., against Whitson 
Bros. and against Rahley and had written a letter 
then in the possession of defendant’s counsel to the 
effect that he could not contend that the rights 
of the local phonograph companies extended beyond 
March 26, 1903, notwithstanding the fact that the 
decision of the Circuit Court of Appeals in the 
Rahley suit, affirming the order for preliminary in- 
junction, was handed down on May 5, 1903, and 
that the certified copy of the order for prelimin- 
ary injunction in the Rahley suit was in full force 


and effect on January 16, 1904, when there was’ 


still a conflict of interest between the parties, as 
shown by the clerk’s certificate annexed to a cer- 
tified copy of the order in the Rahley suit herewith 
presented to the court. 

Do Mauro and Hough think that, by throwing 
dust of this kind, they can obscure the vision of a 
Court of Equity? 

The Graphophone Company’s counsel, Mauro, is 
the same counsel who in 1896 united with the Edi- 
son counsel in betraying New York Phonograph 
Co., bv the discontinuance of the two suits then 
brought and pending and by the exchange of 
licenses _hetween the Edison and Graphophone in- 
terests (Exh., fols. 159, 162, 216). — 

Ts it not clear to the court that in 1896 the 
son and his companies to betray complainant? That 
in 1903 thev did the same thing in the Helm suit 
and in the Dawson Co. suit? And that in 1904 up- 
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on the final hearing of this suit the American 
Graphophone Co., and these defendants seek jointly 
to prevent complainant from enforcing and enjoy- 
ing its contract rights, privileges and franchises? 
Complainant has an undoubted right of action un- 
der the Edison patents, for instance, against the 
American Graphophone Co., which it is about to en- 
force upon the successful termination of this 
suit. 

On October 21, 1903, the situation of this litiga- 
tion was this. The bill of complaint had been filed 
in January, 1901. By the interposition of a de- 
murrer and then of a plea, both of which were over- 
ruled, complainant was prevented from taking tes- 
timony, for nearly two years, until December 4, 
1902 (Record, fol. 71). Thereupon defendants re- 
sorted to every means to prevent complainant from 
proving its case, so that the taking of complainant’s 
testimony, interrupted as it was by motions to pun- 
ish for contempt and to compel the production of 
written documents, lasted until October 21, 1903, 
when, in order to compel defendants to proceed 
with the taking of testimony, complainant’s prima 
facie case was closed (Record, fol. 1618). Defend- 
ant began the taking of testimony on October 29, 
1903, and continued till November 16, 1903. One 
of defendant’s numerous counsel having died, noth- 
ing further was done by defendant in the case till 
February 19, 1904 (Def’s. Record, fol. 310). In or- 
der to bring the case to final hearing, complain- 
ant’s counsel made three motions, one to punish 


Mr. Gilmore for contempt, in order again to bring - 


before the court the obstructive tactics of the de- 
fense; another for preliminary injunction, in or- 
der that defendants might be enjoined unless they 
would proceed, and the third to limit de- 
fendant’s time to take testimony and_ to place 
the case for final hearing upon some session 


of the April Term of the court. These mo- 


von tisrbasatsranstedthnenns ome 


aa Ere P nt Med ah ib ands’ 
onan nt take ete aie en tN A LR ARAL LE ENN NRAtt et 


Raymond R. Wile i 
Research Library " 


ww 


168 


tions came on to be heard in the latter part of Jan- 
uary and the first part of February, 1904. Judge 
Lacombe properly held on January 30, 1904: “It 
must be an extraordinary case, which should re- 
quire the court, when the testimony has been taken, 
to consider it as it would upon final hearing in or- 
der to administer preliminary relief. Jt is thought 
that complainant having waited so long should now 
await until it can present the cause for interlocutory 
decree, especially when injunction will close a going 
concern, and it does not appear that complainant 
is able to take its place in supplying the public. 
Jan. 30, 1904. E. H. Lacombe, U. 8. C. J.” Judge 
Lacombe, appreciating, however, that complainant, 
upon the facts shown and under all the circum- 
stances of the case was entitled to have the case 
submitted immediately on final hearing and before 
vacation, within seven days thereafter, handed 
down an opinion wherein he said: “Defendant’s 
time to take testimony is limited to sixty days from 
date. And the case may be put on the April Calen- 
dar for one of its later sessions. The court appre- 
ciates the embarrassment caused by death of 
former counsel, but the complainant is fairly en- 
titled to have the cause submitted on final hearing 
before vacation. Feb. 6, 1904. E. H. Lacombe, U. 8. 
C. J.” Judge Lacombe evidently appreciated _com- 
plainant’s clear right to immediate relief, but was 
unwilling to close a going concern before the court 
had had an opportunity on final hearing to consider 
the testimony which had been taken. He therefore 


. sent the cause to be heard at final hearing at the 


earliest possible date. 

Upon the oral argument defendant’s counsel also 
elaimed that the phonograph in the early days was 
not used in connection with musical records, but 
the musical catalogue of the North American 
Phonograph Co. of January, 1890, set forth at p. 
603 of complainant’s record, and the letter of Jan- 
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uary 17, 1890, written by the North American 
Phonograph Co., calling attention to the catalogue, 
found at p. 602 of the record, prove the contrary. 
So does the letter of August 1, 1890, written by the 
North American Phonograph Co., set forth at p. 
604 of the record. So does the advertisement of 
New York Phonograph Co. published in “The 
Phonogram” in January, 1893, set forth in the 
record at p. 600. Mr. Andem testifies (Record, p. 
605) that the Ohio Phonograph Co, in six months 
ending December 31, 1890, took in from thirty 
phonographs placed upon exhibition $20,000. These, 
of course, were phonographs reproducing musical 
records. Defendant’s exhibit, the auditor’s report 
of July 12, 1892, also shows the large business then 
done by complainant in musical records (Def’s. 
Exh., p. 438). 

They also claimed that there was no delay on the 
part,of the Edison Phonograph Works in supplying 
the machines, but the letter of May 4, 1894, written 
by the North American Phonograph Co., in addi- 
tion to the testimony of Burke and others already 
quoted, shows the contrary (Record, p. 577). 

They also claimed that the spring-motor was a 
new development, made after the National Phono- 
graph Co. began to do business in 1896, but the evi- 
dence shows that spring-motors, referred to as 
clock-work in the contract of June 28, 1888 (Exh., 
fols. 556, 579), were in use prior to the failure of 
the North American Phonograph Co. in August, 
1894 (Def’s. Record, Waleutt, fol. 1278); that 
spring-motors were promised, but not supplied, by 
Mr. Edison to Mr. Lombard in 1893 (Record, Lom- 
bard, fol. 1423) ; were largely sold and advertised 
prior to May, 1895 (Record, pp. 598, 599, 600); 
were manufactured by the Edison Phonograph 
Works at least as early as December, 1895 (Def’s. 
Record, Schermerhorn, fols. 549, 550) ; and that the 
National Phonograph Co. would not, in May, 1897, 
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supply phonograph bodies to be used with spring- 
motors, but compelled all purchasers to get the 
phonograph bodies equipped with spring-motors 
from the United States Phonograph Co. (Record, 
Andem, Q37, 38, p. 587). Defendant’s witnesses 
Gottschalk (Def’s. Record, fol. 586) and Fahne- 
stock (Def’s. Record, fols. 222, 706), both testify 
that spring-motors were in use prior to 1891. . 

It was claimed by defendant’s counsel that the 
National Phonograph Co. bought out the United 
States Phonograph Co., in order to acquire the 
spring-motor, but there is no evidence what- 


ever to that effect in the case ex- 


cept the questions of defendant’s  coun- 
sel. (Record, Andem, fol. 1885), and the evidence 
already referred to shows that several spring- 
motors were in use at very early dates. 

Defendant’s counsel also referred to the testi- 
mony of Mr, Andem respecting improvements made 
in the phonograph. Mr. Andem testified (Record, 
XQ110, p. 608), that in 1890 the phonograph was 
unsatisfactory, and that from 1890 to 1895 the 
phonograph was not as good an instrument as it is 
to-day (Record, p. 632, XQ247 to 252), but that in 
1896, which is the time when Edison and the Na- 
tional Phonograph Co. acquired the assets of the 
North American Phonograph Co., the phonograph 
became practically as perfect a machine in its es- 
sential or fundamental features as is the phono- 
graph to-day, although improvements in the dia- 
phragms, records, etc., have since been made (Def’s. 
Record, RCQ136 to 138, p. 380; XQ106, p. 374). 
It will be remembered that Mr. Edison, in his affi- 
davit of December 6, 1894 (Exh., fol. 107) stated 
that he soon expected to put upon the market an im- 
proved phonograph. This improved phonograph, 
however, was supplied only after Mr. Edison had 
acquired the assets of the North American Phono- 
graph Co. and started the National Phonograph 
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Co. in business in 1896. Until that time, as we have 
seen, he withheld the patents and improvements. 

Upon the oral argument defendant’s counsel 
claimed that complainant had produced no witness 
who testified that in his opinion Mr. Edison had 
been guilty of fraud. It is true that complainant’s 
counsel produced no witness so to testify, nor did 
complainant’s counsel put any such: obviously in- 
competent question to any witness examined in the 
cause. Defendant's counsel, Mr. Buckingham, how- 
ever, put this question to Mr. Fahnestock (Def’s. 
Record, p. 261): 


“RDQ587. Did you then believe that Mr. Edison 
had done anything to wreck either your company 
or the North American? <A. I don’t think we did.” 


Objection was made to any expression of belief 
on the part of the witness (Def’s. Record, fol. 781) 
and on cross-examination by complainant’s counsel 
Mr. Fahnestock testified that he had no knowledge 
of the business and relations existing between Edi- 
son, the Edison Phonograph Works, the Edison 
Phonograph Co. and the North American Phono- 
eraph Co., and had no knowledge of Mr. Edison’s 
purpose with reference to the North American 
Phonograph Co., whether he desired to maintain it 
or to destroy it (Def’s. Record, Fahnestock, fol. 
844). The purpose and intent. of Mr. Edison and 
his co-defendants in this suit is to be inferred not 
from the belief or opinion of any witness but from. 
the evidence in the case showing what Mr. Edison 
did and did not do from the date of his contract, 
June 28, 1888, with Lippincott, down to the filing 
of the bill of complaint herein in January, 1901. 
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Conclusion. 
- Such are the prior adjudications upon the ques- 


tions of law involved. Such is the clear title of 
complainant to the sole and exclusive right to sell 
. and to use phonographs within the State of New 
York. Such are the special equities of the case. 
Such are the conscious, wrongful acts of these de- Va 
fendants, who with knowledge of what was right, — 
but with the purpose to defeat it, have attempted 
to deprive complainant of its rights and franchises, 
purchased from the original licensors, with whom 
é these defendants are identified. And such are the 
~ q defences interposed, none of which are meritorious 
F or serious. It is therefore respectfully submitted 
that complainant is entitled to a decree for an in- 
is junction, for damages, and for an accounting. Com- 
4 plainant’s right to an injunction at the present 
% time being clear, the injunction should issue broad- 
a 7 ly, enjoining defendant and its confederates, agents, 
4 servants, dealers, attorneys and employees from ~ 
either directly or indirectly selling or using or leas- 
ing or offering for sale or lease or use any phono- 
4 graph or phonograph supplies within the State of 
w New York. The order for an injunction pendente DR. 
‘ lite, the decree for final injunction, and the injunc- 
an tion actually issued in the suit of Hardin, receiver, 
against the Edison Phonograph Works (Exh., pp. 
440, 155, 156) and the injunctions granted by Mr. 
Justice Bradley and Judge Morris set out on pp. 
10 and 19 of this brief, show that the injunction 
requested is the relief heretofore accorded by the 
courts and to which complainant is entitled. 


° LOUIS HICKS, 
oe? 1 Counsel for Complainant. 


[4654] oh 


Raymond R. Wile 
Research Library 


rset es 


